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INDEX OF APPELLANT’S APPENDIX

VOL. DOCUMENT DATE BATES

24 Amended Notice of Entry of Order Granting 9/19/19 | AA 005907 -
Motion for Preliminary Injunction AA 005933

7,8 Clear River, LLC's Answer to Serenity Wellness 5/7/19 AA 001739 -
Center, LLC et al.'s Complaint AA 001756

20 Clear River, LLC's Answer to Serenity Wellness 7/26/19 | AA 004981 -
Center, LLC et al.'s Corrected First Amended AA 004998
Complaint

27 Clear River, LLC's Joinder to Integral Associates, | 10/14/19 | AA 006692 -
LLC, d/b/a Essence Cannabis Dispensaries et al.'s AA 006694
Opposition to Motion to Amend the Findings of
Fact and Conclusions of Law Granting Motion for
Preliminary Injunction

8 Clear River, LLC's Joinder to Nevada Organic 5/9/19 AA 001822 -
Remedies, LLC's Opposition to Serenity Wellness AA 001829
Center, LLC et al.'s Motion for Preliminary
Injunction

20 Clear River, LLC's Joindr to Lone Mountain 6/24/19 | AA 004853 -
Partners, LLC's Pocket Brief Regarding AA 004856
Regulatory Power Over Statutes Passed by Voter
Initiative

8 Clear River, LLC's Order Granting Motion to 5/8/19 AA 001820 -
Intervene in Serenity Wellness Center, LLC et al. AA 001821
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

11 Compassionate Team of Las Vegas LLC's Joinder | 5/17/19 | AA 002695 -
to Motions for Preliminary Injunction AA 002696

46 Court's Exhibit 3, Email From Attorney General's | n/a AA 011406,
Office Regarding the successful Applicants' AA 011407
Complaince with NRS 453D.200(6)

24 CPCM Holdings, LLC d/b/a Thrive Cannabis 9/24/19 | AA 005991 -
Marketplace's Joinder to Integral Associates, LLC, AA 005996

d/b/a Essence Cannabis Dispensaries et al.'s
Opposition to Motion to Amend the Findings of
Fact and Conclusions of Law Granting Motion for
Preliminary Injunction




VOL. DOCUMENT DATE BATES
27 CPCM Holdings, LLC, d/b/a Thrive Cannabis 10/10/19 | AA 006681 -
Marketplace et al.'s Joinder to Integral Associates, AA 006686
LLC, d/b/a Essence Cannabis Dispensaries et al.'s
Opposition to Motion to Amend the Findings of
Fact and Conclusions of Law Granting Motion for
Preliminary Injunction
20 ETW Management Group, LLC et al.'s Answerto | 7/11/19 | AA 004925 -
Integral Associates, LLC, d/b/a Essence Cannabis AA 004937
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s
Counterclaim
1,2 ETW Management Group, LLC et al.'s Complaint | 1/4/19 AA 000028 -
AA 000342
2,3 ETW Management Group, LLC et al.'s Errata to 2/21/19 | AA 000427 -
First Amended Complaint AA 000749
6 ETW Management Group, LLC et al.'s Joinder to | 5/6/19 AA 001355 -
Motions for Preliminary Injunction AA 001377
27 ETW Management Group, LLC et al.'s Notice of | 10/3/19 | AA 006513 -
Cross Appeal AA 006515
18 ETW Management Group, LLC et al.'s Reply in 5/22/19 | AA 004307 -
support of Joinder to Motions for Preliminary AA 004328
Injunction
18 ETW Management Group, LLC et al.'s Reply in 5/22/19 | AA 004409 -
support of Joinder to Motions for Preliminary AA 004496
Injunction
15 ETW Management Group, LLC et al.'s Second 5/21/19 | AA 003649 -
Amended Complaint AA 003969
29 Euphoria Wellness, LLc's Answer to First 11/21/19 | AA 007068 -
Amended Complaint AA 007071
20 GreenMart of Nevada NLV, LLC's Answer to 6/24/19 | AA 004857 -
ETW Management Group, LLC et al.'s Second AA 004874
Amended Complaint
11 GreenMart of Nevada NLV, LLC's Answer to MM | 5/16/19 | AA 002567 -
Development Company Inc. and LivFree AA 002579

Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's First Amended
Complaint




VOL. DOCUMENT DATE BATES
6 GreenMart of Nevada NLV, LLC's Answer to 4/16/19 | AA 001293 -
Serenity Wellness Center, LLC et al.'s Complaint AA 001307
20 GreenMart of Nevada NLV, LLC's Answer to 7/17/19 | AA 004961 -
Serenity Wellness Center, LLC et al.'s Corrected AA 004975
First Amended Complaint
21 GreenMart of Nevada NLV, LLC's Bench Brief 8/15/19 | AA 005029 -
AA 005038
26 GreenMart of Nevada NLV, LLC's Joinder to 9/30/19 | AA 006361 -
Integral Associates, LLC, d/b/a Essence Cannabis AA 006393
Dispensaries et al.'s Opposition to Motion to
Amend the Findings of Fact and Conclusions of
Law Granting Motion for Preliminary Injunction
27 GreenMart of Nevada NLV, LLC's Joinder to 10/15/19 | AA 006695 -
Integral Associates, LLC, d/b/a Essence Cannabis AA 006698
Dispensaries et al.'s Opposition to Motion to
Amend the Findings of Fact and Conclusions of
Law Granting Motion for Preliminary Injunction
17, 18 GreenMart of Nevada NLV, LLC's Joinder to 5/21/19 | AA 004248 -
Lone Mountain Partners, LLC's Opposition to MM AA 004260
Development Company Inc. and LivFree
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction
16, 17 GreenMart of Nevada NLV, LLC's Joinder to 5/20/19 | AA 003970 -
Lone Mountain Partners, LLC's Opposition to MM AA 004247
Development Company Inc. and LivFree
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction, Appendix
27 GreenMart of Nevada NLV, LLC's Joinder to 10/10/19 | AA 006539 -
Lone Mountain Partners, LLC's Opposition to AA 006540
Nevada Wellness Center, LLC's Motion to Amend
the Findings of Fact and Conclusions of Law
Granting Motion for Preliminary Injunction
6 GreenMart of Nevada NLV, LLC's Joinder to 5/13/19 | AA 002541 -
Nevada Organic Remedies, LLC's Opposition to AA 002547

Serenity Wellness Center, LLC et al.'s Motion for
Preliminary Injunction




VOL. DOCUMENT DATE BATES

26 GreenMart of Nevada NLV, LLC's Joinder to 9/30/19 | AA 006328 -
State of Nevada, Department of Taxation's AA 006360
Opposition to Motion to Amend the Findings of
Fact and Conclusions of Law Granting Motion for
Preliminary Injunction

8 GreenMart of Nevada NLV, LLC's Motion to 5/7/19 AA 001757 -
Intervene in ETW Management Group, LLC et al. AA 001790
v. State of Nevada, Department of Taxation Case
No. A-19-787004-B

8 GreenMart of Nevada NLV, LLC's Motion to 5/7/19 AA 001791 -
Intervene in Nevada Wellness Center, LLC v. AA 001819
State of Nevada, Department of Taxation Case No.
A-19-787540-W

5 GreenMart of Nevada NLV, LLC's Motion to 4/2/19 AA 001094 -
Intervene in Serenity Wellness Center, LLC et al. AA 001126
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

20 GreenMart of Nevada NLV, LLC's Notice of 6/24/19 | AA 004875 -
Entry of Order and Order Granting Motion to AA 004878
Intervene in ETW Management Group, LLC et al.
v. State of Nevada, Department of Taxation Case
No. A-19-787004-B

11 GreenMart of Nevada NLV, LLC's Notice of 5/16/19 | AA 002690 -
Entry of Order and Order Granting Motion to AA 002694
Intervene in MM Development Company Inc. and
LivFree Wellness, LLC Development Company
Inc. and LivFree Wellness, LLC's v. State of
Nevada, Department of Taxation Case No. A-18-
785818-W

20 GreenMart of Nevada NLV, LLC's Notice of 7/24/19 | AA 004976 -
Entry of Order and Order Granting Motion to AA 004980
Intervene in Nevada Wellness Center, LLC v.
State of Nevada, Department of Taxation Case No.
A-19-787540-W

6 GreenMart of Nevada NLV, LLC's Notice of 4/16/19 | AA 001308 -
Entry of Order and Order Granting Motion to AA 001312
Intervene in Serenity Wellness Center, LLC et al.
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

24 GreenMart of Nevada NLV, LLC's Notices of 9/19/19 | AA 005934 -
Appeal AA 005949




VOL. DOCUMENT DATE BATES

22 GreenMart of Nevada NLV, LLC's Objection to 8/26/19 | AA 005301 -
Court's Exhibit 3 AA 005304

18, 19 Helping Hands Wellness Center, Inc.'s Answer to | 6/3/19 AA 004497 -
Serenity Wellness Center, LLC et al.'s Complaint AA 004512

27 Helping Hands Wellness Center, Inc.'s Joinder to | 10/17/19 | AA 006699 -
Integral Associates, LLC, d/b/a Essence Cannabis AA 006700
Dispensaries et al.'s Opposition to Motion to
Amend the Findings of Fact and Conclusions of
Law Granting Motion for Preliminary Injunction

18 Helping Hands Wellness Center, Inc.'s Joinder to | 5/21/19 | AA 004261 -
Lone Mountain Partners, LLC's Opposition to MM AA 004266
Development Company Inc. and LivFree
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction

23 Helping Hands Wellness Center, Inc.'s Joinder to | 8/28/19 | AA 005571 -
Nevada Organic Remedies, LLC's Objection to AA 005572
Court's Exhibit 3

11 Helping Hands Wellness Center, Inc.'s Joinder to | 5/13/19 | AA 002548 -
Nevada Organic Remedies, LLC's Opposition to AA 002563
Serenity Wellness Center, LLC et al.'s Motion for
Preliminary Injunction

5 Helping Hands Wellness Center, Inc.'s Motion to | 4/1/19 AA 001064 -
Intervene in Serenity Wellness Center, LLC et al. AA 001091
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

6 Helping Hands Wellness Center, Inc.'s Notice of | 4/15/19 | AA 001289 -
Entry of Order and Order Granting Motion to AA 001292
Intervene in Serenity Wellness Center, LLC et al.
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

22 Helping Hands Wellness Center, Inc.'s Objection | 8/26/19 | AA 005305 -
to Court's Exhibit 3 AA 005319

20 Integral Associates, LLC, d/b/a Essence Cannabis | 6/14/19 | AA 004829 -
Dispensaries et al. and CPCM Holdings, LLC, AA 004852

d/b/a Thrive Cannabis Marketplace et al.'s Answer
to ETW Management Group, LLC et al.'s Second
Amended Complaint and Counterclaim




VOL.

DOCUMENT

DATE

BATES

20

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Answer
to MM Development Company Inc. and LivFree
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's First Amended
Complaint and Counterclaim

6/14/19

AA 004809 -
AA 004828

20

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Answer
to Serenity Wellness Center, LLC et al.'s
Complaint and Counterclaim

6/14/19

AA 004785 -
AA 004808

18

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Joinder
to various oppositions to Motions for Preliminary
Injunction

5/23/19

AA 004329 -
AA 004394

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Motion
to Intervene in ETW Management Group, LLC et
al. v. State of Nevada, Department of Taxation
Case No. A-19-787004-B

3/20/19

AA 000916 -
AA 000985

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Motion
to Intervene in Serenity Wellness Center, LLC et
al. v. State of Nevada, Department of Taxation
Case No. A-19-786962-B

3/19/19

AA 000879 -
AA 000915

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Notice
of Entry of Order and Order Granting Motion to
Intervene in ETW Management Group, LLC et al.
v. State of Nevada, Department of Taxation Case
No. A-19-787004-B

4/22/19

AA 001327 -
AA 001332




VOL.

DOCUMENT

DATE

BATES

11

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Notice
of Entry of Order and Order Granting Motion to
Intervene in MM Development Company Inc. and
LivFree Wellness, LLC Development Company
Inc. and LivFree Wellness, LLC's v. State of
Nevada, Department of Taxation Case No. A-18-
785818-W

5/17/19

AA 002697 -
AA 002703

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Notice
of Entry of Order and Order Granting Motion to
Intervene in Serenity Wellness Center, LLC et al.
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

4/2/19

AA 001127 -
AA 001132

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al. and CPCM Holdings, LLC,
d/b/a Thrive Cannabis Marketplace et al.'s Order
Granting Motion to Intervene in Serenity Wellness
Center, LLC et al. v. State of Nevada, Department
of Taxation Case No. A-19-786962-B

4/1/19

AA 001092 -
AA 001093

21

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al.'s Bench Brief

8/15/19

AA 005018 -
AA 005028

24

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al.'s Motion to Intervene in Nevada
Wellness Center, LLC v. State of Nevada,
Department of Taxation Case No. A-19-787540-W

9/20/19

AA 005962 -
AA 005983

27

Integral Associates, LLC, d/b/a Essence Cannabis
Dispensaries et al.'s Opposition to Motion to
Amend the Findings of Fact and Conclusions of
Law Granting Motion for Preliminary Injunction

10/4/19

AA 006516 -
AA 006527

19

Lone Mountain Partners, LLC's Answer to ETW
Management Group, LLC et al.'s Second
Amended Complaint

6/7/19

AA 004550 -
AA 004563




VOL. DOCUMENT DATE BATES
19 Lone Mountain Partners, LLC's Answer to MM 6/5/19 AA 004527 -
Development Company Inc. and LivFree AA 004536
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's First Amended
Complaint
19 Lone Mountain Partners, LLC's Answer to 6/5/19 AA 004537 -
Serenity Wellness Center, LLC et al.'s Complaint AA 004547
19 Lone Mountain Partners, LLC's Initial Appearance | 6/7/19 AA 004548 -
Fee Disclosure AA 004549
11 Lone Mountain Partners, LLC's Joinder to Nevada | 5/13/19 | AA 002564 -
Organic Remedies, LLC's Opposition to Serenity AA 002566
Wellness Center, LLC et al.'s Motion for
Preliminary Injunction
23 Lone Mountain Partners, LLC's Joinder to Nevada | 8/27/19 | AA 005533 -
Organic Remedies, LLC's Court's Exhibit 3 AA 005534
5 Lone Mountain Partners, LLC's Motion to 3/28/19 | AA 001035 -
Intervene in ETW Management Group, LLC et al. AA 001063
v. State of Nevada, Department of Taxation Case
No. A-19-787004-B
4,5 Lone Mountain Partners, LLC's Motion to 3/25/19 | AA 000991 -
Intervene in Serenity Wellness Center, LLC et al. AA 001021
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B
23 Lone Mountain Partners, LLC's Motion to Strike 8/28/19 | AA 005573 -
MM Development Company Inc. and LivFree AA 005578
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Objection to Court's
Exhibit 3
26 Lone Mountain Partners, LLC's Notice of Appeal | 9/27/19 | AA 006324 -
AA 006327
6 Lone Mountain Partners, LLC's Notice of Entry of | 4/23/19 | AA 001333 -
Order and Order Granting Motion to Intervene in AA 001337

ETW Management Group, LLC et al. v. State of
Nevada, Department of Taxation Case No. A-19-
787004-B




VOL. DOCUMENT DATE BATES

5 Lone Mountain Partners, LLC's Notice of Entry of | 4/4/19 AA 001133 -
Order and Order Granting Motion to Intervene in AA 001137
Serenity Wellness Center, LLC et al. v. State of
Nevada, Department of Taxation Case No. A-19-
786962-B

22 Lone Mountain Partners, LLC's Objection to 8/26/19 | AA 005320 -
Court's Exhibit 3 AA 005322

15 Lone Mountain Partners, LLC's Opposition to MM | 5/20/19 | AA 003565 -
Development Company Inc. and LivFree AA 003602
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction

14, 15 Lone Mountain Partners, LLC's Opposition to MM | 5/20/19 | AA 003445 -
Development Company Inc. and LivFree AA 003564
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction, Appendix

27 Lone Mountain Partners, LLC's Opposition to 10/10/19 | AA 006541 -
Motion to Nevada Wellness Center, LLC's Amend AA 006569
the Findings of Fact and Conclusions of Law
Granting Motion for Preliminary Injunction

20 Lone Mountain Partners, LLC's Pocket Brief 6/11/19 | AA 004778 -
Regarding Regulatory Power Over Statutes Passed AA 004784
by Voter Initiative

21 Lone Mountain Partners, LLC's Supplemental 8/15/19 | AA 005039 -
Authorities for Closing Arguments AA 005098

1 MM Development Company Inc. and LivFree 12/21/18 | AA 000026 -
Wellness, LLC's Affidavit/Declaration of Service AA 000027
of Summons and Complaint

20 MM Development Company Inc. and LivFree 7/12/19 | AA 004941 -
Wellness, LLC's Answer to Integral Associates, AA 004948
LLC, d/b/a Essence Cannabis Dispensaries et al.
and CPCM Holdings, LLC, d/b/a Thrive Cannabis
Marketplace et al.'s Counterclaim

5 MM Development Company Inc. and LivFree 4/5/19 AA 001138 -
Wellness, LLC's Answer to Nevada Organic AA 001143

Remedies, LLC's Counterclaim




VOL. DOCUMENT DATE BATES

1 MM Development Company Inc. and LivFree 12/18/18 | AA 000013 -
Wellness, LLC's First Amended Complaint and AA 000025
Petition for Judicial Review or Writ of Mandamus

6 MM Development Company Inc. and LivFree 5/6/19 AA 001378 -
Wellness, LLC's Motion for Preliminary AA 001407
Injunction

6,7 MM Development Company Inc. and LivFree 5/6/19 AA 001408 -
Wellness, LLC's Motion for Preliminary AA 001571
Injunction, Appendix 1

7 MM Development Company Inc. and LivFree 5/6/19 AA 001572 -
Wellness, LLC's Motion for Preliminary AA 001735
Injunction, Appendix 2

24,25 MM Development Company Inc. and LivFree 9/24/19 | AA 005997 -
Wellness, LLC's Motion to Amend the Findings of AA 006323
Fact and Conclusions of Law Granting Motion for
Preliminary Injunction

27 MM Development Company Inc. and LivFree 10/3/19 | AA 006509 -
Wellness, LLC's Notice of Cross Appeal AA 006512

23,24 MM Development Company Inc. and LivFree 8/28/19 | AA 005579 -
Wellness, LLC's Notice of Errata to Appendix to AA 005805
Objection to Court's Exhibit 3

7 MM Development Company Inc. and LivFree 5/6/19 AA 001736 -
Wellness, LLC's Notice of Filing Brief in Support AA 001738
of Motion for Preliminary Injunction

22,23 MM Development Company Inc. and LivFree 8/26/19 | AA 005496 -
Wellness, LLC's Objection to Court's Exhibit 3 AA 005509

22 MM Development Company Inc. and LivFree 8/26/19 | AA 005323 -
Wellness, LLC's Objection to Court's Exhibit 3, AA 005495
Appendix

28 MM Development Company Inc. and LivFree 10/24/19 | AA 006833 -
Wellness, LLC's Opposition to Nevada Organic AA 006888

Remedies, LLC's Application for Writ of
Mandamus to Compel State of Nevada ,
Department of Taxation to Move Nevada Organic
Remedies, LLC Into "Tier 2" of Successful
Conditional License Applicants

10




VOL. DOCUMENT DATE BATES
21 MM Development Company Inc. and LivFree 8/21/19 | AA 005099 -
Wellness, LLC's Pocket Brief Regarding AA 005109
Background check Requirement
21-22 MM Development Company Inc. and LivFree 8/21/19 | AA 005110 -
Wellness, LLC's Pocket Brief Regarding AA 005276
Background check Requirement, Appendix
28 MM Development Company Inc. and LivFree 10/23/19 | AA 006817 -
Wellness, LLC's Reply in Support of Motion to AA 006826
Alter or Amend Findings of Fact and Conclusions
of Law Granting Preliminary Injunction
11 MM Development Company Inc. and LivFree 5/16/19 | AA 002580 -
Wellness, LLC's Supplement to Motion for AA 002689
Preliminary Injunction
1 MM Development Company Inc.'s Complaint and | 12/10/18 | AA 000001 -
Petition for Judicial Review or Writ of Mandamus AA 000012
29 Nevada Organic Remedies, LLC's Amended 11/21/19 | AA 007072 -
Application for Writ of Mandamus to Compel AA 007126
State of Nevada , Department of Taxation to Move
Nevada Organic Remedies, LLC Into "Tier 2" of
Successful Conditional License Applicants
4 Nevada Organic Remedies, LLC's Answer to MM | 3/15/19 | AA 000754 -
Development Company Inc. and LivFree AA 000768
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's First Amended
Complaint and Counterclaim
27 Nevada Organic Remedies, LLC's Application for | 10/10/19 | AA 006570 -
Writ of Mandamus to Compel State of Nevada , AA 006680
Department of Taxation to Move Nevada Organic
Remedies, LLC Into "Tier 2" of Successful
Conditional License Applicants
20, 21 Nevada Organic Remedies, LLC's Bench Brief 8/14/19 | AA 004999 -
AA 005017
27 Nevada Organic Remedies, LLC's Joinder to 10/11/19 | AA 006687 -
Integral Associates, LLC, d/b/a Essence Cannabis AA 006691

Dispensaries et al. and Lone Mountain Partners,
LLC's Opposition to Motion to Amend the
Findings of Fact and Conclusions of Law Granting
Motion for Preliminary Injunction

11




VOL. DOCUMENT DATE BATES

18 Nevada Organic Remedies, LLC's Joinder to Lone | 5/21/19 | AA 004267 -
Mountain Partners, LLC's Opposition to MM AA 004306
Development Company Inc. and LivFree
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction

2 Nevada Organic Remedies, LLC's Motion to 1/25/19 | AA 000376 -
Intervene in ETW Management Group, LLC et al. AA 000400
v. State of Nevada, Department of Taxation Case
No. A-19-787004-B

2 Nevada Organic Remedies, LLC's Motion to 1/25/19 | AA 000401 -
Intervene in Serenity Wellness Center, LLC et al. AA 000426
v. State of Nevada, Department of Taxation Case
No. A-19-786962-B

5 Nevada Organic Remedies, LLC's Motion to 3/26/19 | AA 001023 -
Strike Serenity Wellness Center, LLC et al.'s AA 001030
Motion for Preliminary Injunction

6 Nevada Organic Remedies, LLC's Notice of Entry | 4/26/19 | AA 001338 -
of Order and Order Granting Motion to Intervene AA 001341
in ETW Management Group, LLC et al. v. State of
Nevada, Department of Taxation Case No. A-19-
787004-B

3,4 Nevada Organic Remedies, LLC's Notice of Entry | 3/18/19 | AA 000750 -
of Order and Order Granting Motion to Intervene AA 000753
in MM Development Company Inc. and LivFree
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's v. State of Nevada,
Department of Taxation Case No. A-18-785818-W

4 Nevada Organic Remedies, LLC's Notice of Entry | 3/22/19 | AA 000986 -
of Order and Order Granting Motion to Intervene AA 000990
in Serenity Wellness Center, LLC et al. v. State of
Nevada, Department of Taxation Case No. A-19-
786962-B

24 Nevada Organic Remedies, LLC's Notices of 9/19/19 | AA 005950 -
Appeal AA 005961

23 Nevada Organic Remedies, LLC's Objection to 8/26/19 | AA 005510 -
Court's Exhibit 3 AA 005532

12




VOL. DOCUMENT DATE BATES

8 Nevada Organic Remedies, LLC's Opposition to 5/9/19 AA 001830 -
Serenity Wellness Center, LLC et al.'s Motion for AA 001862
Preliminary Injunction

8-10 Nevada Organic Remedies, LLC's Opposition to 5/9/19 AA 001863 -
Serenity Wellness Center, LLC et al.'s Motion for AA 002272
Preliminary Injunction, Appendix

29 Nevada Organic Remedies, LLC's reply in Support | 12/6/19 | AA 007154 -
of Amended Application for Writ of Mandamus to AA 007163
Compel State of Nevada , Department of Taxation
to Move Nevada Organic Remedies, LLC Into
"Tier 2" of Successful Conditional License
Applicants

23 Nevada Organic Remedies, LLC's Response to 8/27/19 | AA 005535 -
MM Development Company Inc. and LivFree AA 005539
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Objection to Court's
Exhibit 3

5 Nevada Wellness Center, LLC's Affidavit of 3/25/19 | AA 001022
Service of the Complaint on the State of Nevada,
Department of Taxation

2 Nevada Wellness Center, LLC's Complaint and 1/15/19 | AA 000360 -
Petition for Judicial Review or Writ of Mandamus AA 000372

29 Nevada Wellness Center, LLC's Joinder to MM 12/6/19 | AA 007167 -
Development Company Inc. and LivFree AA 007169
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Opposition to Nevada
Organic Remedies, LLC's Application for Writ of
Mandamus to Compel State of Nevada ,
Department of Taxation to Move Nevada Organic
Remedies, LLC Into "Tier 2" of Successful
Conditional License Applicants

11 Nevada Wellness Center, LLC's Joinder to 5/10/19 | AA 002535 -
Motions for Preliminary Injunction AA 002540

24 Nevada Wellness Center, LLC's Motion to Amend | 9/13/19 | AA 005806 -
the Findings of Fact and Conclusions of Law AA 005906
Granting Motion for Preliminary Injunction

26 Nevada Wellness Center, LLC's Motion to Amend | 9/30/19 | AA 006394 -
the Findings of Fact and Conclusions of Law AA 006492

Granting Motion for Preliminary Injunction

13




VOL. DOCUMENT DATE BATES
29 Nevada Wellness Center, LLC's Notice of Appeal | 12/6/19 | AA 007164 -
AA 007166
26,27 Nevada Wellness Center, LLC's Reply in Support | 9/30/19 | AA 006493 -
of Motion to Amend the Findings of Fact and AA 006505
Conclusions of Law Granting Motion for
Preliminary Injunction
27,28 Nevada Wellness Center, LLC's Reply in Support | 10/17/19 | AA 006701 -
of Motion to Amend the Findings of Fact and AA 006816
Conclusions of Law Granting Motion for
Preliminary Injunction
2 Nevada Wellness Center, LLC's Summons to State | 1/22/19 | AA 000373 -
of Nevada, Department of Taxation AA 000375
28,29 Nevada Wellness Center, LLC's Supplement in 10/30/19 | AA 006955 -
Support of Reply in Support of Motion to Amend AA 007057
the Findings of Fact and Conclusions of Law
Granting Motion for Preliminary Injunction
29 Notice of Entry of Order and Order Denying MM | 11/23/19 | AA 007127 -
Development Company Inc. and LivFree AA 007130
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion to Alter or
Amend Findings of Fact and Conclusions of Law
Granting Preliminary Injunction
23 Notice of Entry of Order and Order Granting 8/28/19 | AA 005544 -
Motion for Preliminary Injunction AA 005570
29 Notice of Entry of Order and Order Regarding 11/6/19 | AA 007058 -
Nevada Wellness Center, LLC's Motion to Alter or AA 007067
Amend Findings of Fact and Conclusions of Law
Granting Preliminary Injunction
20 Order Granting in Part Motion to Coordinate 7/11/19 | AA 004938 -
Cases for Preliminary Injunction Hearing AA 004940
22 Order Granting Preliminary Injunction (Findings 8/23/19 | AA 005277 -
of Fact and Conclusions of Law) AA 005300
46, 47 Preliminary Injunction Hearing, Defendant's n/a AA 011408 -
Exhibit 2009 Governor's Task Force Report AA 011568
47 Preliminary Injunction Hearing, Defendant's n/a AA 011569 -
Exhibit 2018 List of Applicants for Marijuana AA 011575

Establishment Licenses 2018
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47 Preliminary Injunction Hearing, Defendant's n/a AA 011576 -
Exhibit 5025 Nevada Organic Remedies, LLC's AA 011590
Organizational Chart

47 Preliminary Injunction Hearing, Defendant's n/a AA 011591,
Exhibit 5026 Nevada Organic Remedies, LLC's AA 011592
Ownership Approval Letter

47 Preliminary Injunction Hearing, Defendant's n/a AA 011593 -
Exhibit 5026 Nevada Organic Remedies, LLC's AA 011600
Ownership Approval Letter as Contained in the
Application

47 Preliminary Injunction Hearing, Defendant's n/a AA 011601 -
Exhibit 5038 Evaluator Notes on Nevada Organic AA 011603
Remedies, LLC's Application

47 Preliminary Injunction Hearing, Defendant's n/a AA 011604 -
Exhibit 5045 Minutes of ther Legislative AA 011633
Commission, Nevada Legislative Counsel Bureau

47 Preliminary Injunction Hearing, Defendant's n/a AA 011634 -
Exhibit 5049 Governor's Task Force for the AA 011641
Regulation and Taxation of Marijuana Act
Meeting Minutes

47 Register of Actions for Serenity Wellness Center, | n/a AA011642 -
LLC v. State of Nevada, Department of Taxation, AA 011664
Case No. A-18-786962-B

27 Serenity Wellness Center, LLC et al.'s Joinder to | 9/30/19 | AA 006506 -
MM Development Company Inc. and LivFree AA 006508
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion to Amend the
Findings of Fact and Conclusions of Law Granting
Motion for Preliminary Injunction

2 Serenity Wellness Center, LLC et al.'s Complaint | 1/4/19 AA 000343 -

AA 000359

0 Serenity Wellness Center, LLC et al.'s Corrected 7/11/19 | AA 004907 -
First Amended Complaint AA 004924

5,6 Serenity Wellness Center, LLC et al.'s Ex Parte 4/10/19 | AA 001163 -
Motion for Leave to file Brief in Support of AA 001288

Motion for Preliminary Injunction in Excess of
Thirty Pages in Length
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20 Serenity Wellness Center, LLC et al.'s First 7/3/19 AA 004889 -
Amended Complaint AA 004906

40 Serenity Wellness Center, LLC et al.'s Joinder to 5/20/19 | AA 003603 -
MM Development Company Inc. and LivFree AA 003636
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Motion for Preliminary
Injunction

23 Serenity Wellness Center, LLC et al.'s Joinder to 8/27/19 | AA 005540 -
MM Development Company Inc. and LivFree AA 005543
Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's Objection to Court's
Exhibit 3

27 Serenity Wellness Center, LLC et al.'s Joinder to 10/7/19 | AA 006528 -
Nevada Wellness Center, LLC's Motion to Amend AA 006538
the Findings of Fact and Conclusions of Law
Granting Motion for Preliminary Injunction

4 Serenity Wellness Center, LLC et al.'s Motion for | 3/19/19 | AA 000769 -
Preliminary Injunction AA 000878

18 Serenity Wellness Center, LLC et al.'s Reply in 5/22/19 | AA 004395 -
support of Motions for Summary Judgment AA 004408

29 Serenity Wellness Center, LLC et al.'s Second 11/26/19 | AA 007131 -
Amended Complaint AA 007153

5 Serenity Wellness Center, LLC et al.'s Summons | 3/26/19 | AA 001031 -
to State of Nevada, Department of Taxation AA 001034

19 Serenity Wellness Center, LLC et al.'s 6/10/19 | AA 004564 -
Supplemental Memorandum of Points and AA 004716
Authorities in Support of Preliminary Injunction

6 State of Nevada, Department of Taxation's Answer | 4/17/19 | AA 001313 -
to ETW Management Group, LLC et al.'s AA 001326
Amended Complaint

19 State of Nevada, Department of Taxation's Answer | 6/4/19 AA 004513 -
to ETW Management Group, LLC et al.'s Second AA 004526
Amended Complaint

5 State of Nevada, Department of Taxation's Answer | 4/10/19 | AA 001150 -
to MM Development Company Inc. and LivFree AA 001162

Wellness, LLC Development Company Inc. and
LivFree Wellness, LLC's's First Amended
Complaint
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6 State of Nevada, Department of Taxation's Answer | 5/2/19 AA 001342 -
to Nevada Wellness Center, LLC's Complaint AA 001354

15 State of Nevada, Department of Taxation's Answer | 5/20/19 | AA 003637 -
to Serenity Wellness Center, LLC et al.'s AA 003648
Complaint

20 State of Nevada, Department of Taxation's Answer | 7/15/19 | AA 004949 -
to Serenity Wellness Center, LLC et al.'s AA 004960
Corrected First Amended Complaint

11 State of Nevada, Department of Taxation's 5/20/19 | AA 002704 -
Opposition to MM Development Company Inc. AA 002724
and LivFree Wellness, LLC Development
Company Inc. and LivFree Wellness, LLC's's
Motion for Preliminary Injunction

11-14 State of Nevada, Department of Taxation's 5/20/19 | AA 002725 -
Opposition to MM Development Company Inc. AA 003444
and LivFree Wellness, LLC Development
Company Inc. and LivFree Wellness, LLC's's
Motion for Preliminary Injunction, Appendix

24 State of Nevada, Department of Taxation's 9/23/19 | AA 005984 -
Opposition to Motion to Amend the Findings of AA 005990
Fact and Conclusions of Law Granting Motion for
Preliminary Injunction

28 State of Nevada, Department of Taxation's 10/24/19 | AA 006827 -
Opposition to Motion to Nevada Wellness Center, AA 006832
LLC's Amend the Findings of Fact and
Conclusions of Law Granting Motion for
Preliminary Injunction

28 State of Nevada, Department of Taxation's 10/24/19 | AA 006889 -
Opposition to Nevada Organic Remedies, LLC's AA 006954
Application for Writ of Mandamus to Compel
State of Nevada , Department of Taxation to Move
Nevada Organic Remedies, LLC Into "Tier 2" of
Successful Conditional License Applicants

10 State of Nevada, Department of Taxation's 5/9/19 AA 002273 -
Opposition to Serenity Wellness Center, LLC et AA 002534
al.'s Motion for Preliminary Injunction

19-20 State of Nevada, Department of Taxation's Pocket | 6/10/19 | AA 004717 -
Brief Regarding Regulatory Power Over Statutes AA 004777

Passed by Voter Initiative
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20 State of Nevada, Department of Taxation's 6/24/19 | AA 004879 -
Supplement to Pocket Brief Regarding Regulatory AA 004888
Power Over Statutes Passed by Voter Initiative

5 Stipulation and Order to Continue Hearing and 4/8/19 AA 001144 -
Extend Briefing Schedule for Motion for AA 001149
Preliminary Injunction

46 Transcripts for Hearing on Objections to State's 8/29/19 | AA 011333 -
Response, Nevada Wellness Center, LLC's Motion AA 011405
Re Compliance Re Physical Address, and Bond
Amount Set

29 Transcripts for the Evidentiary Hearing on 5/24/19 | AA 007170 -
Motions for Preliminary Injunction Day 1 AA 007404

30 Transcripts for the Evidentiary Hearing on 5/28/19 | AA 007405 -
Motions for Preliminary Injunction Day 2 AA 007495
Volume 1

30, 31 Transcripts for the Evidentiary Hearing on 5/28/19 | AA 007496 -
Motions for Preliminary Injunction Day 2 AA 007601
Volume 2

31 Transcripts for the Evidentiary Hearing on 5/29/19 | AA 007602 -
Motions for Preliminary Injunction Day 3 AA 007699
Volume 1

31,32 Transcripts for the Evidentiary Hearing on 5/29/19 | AA 007700 -
Motions for Preliminary Injunction Day 3 AA 007843
Volume 2

32,33 Transcripts for the Evidentiary Hearing on 5/30/19 | AA 007844 -
Motions for Preliminary Injunction Day 4 AA 008086

33 Transcripts for the Evidentiary Hearing on 5/31/19 | AA 008087 -
Motions for Preliminary Injunction Day 5 AA 008149
Volume 1

33,34 Transcripts for the Evidentiary Hearing on 5/31/19 | AA 008150 -
Motions for Preliminary Injunction Day 5 AA 008369
Volume 2

34, 35 Transcripts for the Evidentiary Hearing on 6/10/19 | AA 008370 -
Motions for Preliminary Injunction Day 6 AA 008594

35, 36 Transcripts for the Evidentiary Hearing on 6/11/19 | AA 008595 -
Motions for Preliminary Injunction Day 7 AA 008847

18




VOL. DOCUMENT DATE BATES
36 Transcripts for the Evidentiary Hearing on 6/18/19 | AA 008848 -
Motions for Preliminary Injunction Day 8 AA 008959
Volume 1
36,37 Transcripts for the Evidentiary Hearing on 6/18/19 | AA 008960 -
Motions for Preliminary Injunction Day 8 AA 009093
Volume 2
37 Transcripts for the Evidentiary Hearing on 6/19/19 | AA 009094 -
Motions for Preliminary Injunction Day 9 AA 009216
Volume 1
38 Transcripts for the Evidentiary Hearing on 6/20/19 | AA 009350 -
Motions for Preliminary Injunction Day 10 AA 009465
Volume 1
38,39 Transcripts for the Evidentiary Hearing on 6/20/19 | AA 009466 -
Motions for Preliminary Injunction Day 10 AA 009623
Volume 2
39 Transcripts for the Evidentiary Hearing on 7/1/19 AA 009624 -
Motions for Preliminary Injunction Day 11 AA 009727
39, 40 Transcripts for the Evidentiary Hearing on 7/10/19 | AA 009728 -
Motions for Preliminary Injunction Day 12 AA 009902
40, 41 Transcripts for the Evidentiary Hearing on 7/11/19 | AA 009903 -
Motions for Preliminary Injunction Day 13 AA 010040
Volume 1
41 Transcripts for the Evidentiary Hearing on 7/11/19 | AA 010041 -
Motions for Preliminary Injunction Day 13 AA 010162
Volume 2
41,42 Transcripts for the Evidentiary Hearing on 7/12/19 | AA 010163 -
Motions for Preliminary Injunction Day 14 AA 010339
42 Transcripts for the Evidentiary Hearing on 7/15/19 | AA 010340 -
Motions for Preliminary Injunction Day 15 AA 010414
Volume 1
42,43 Transcripts for the Evidentiary Hearing on 7/15/19 | AA 010415 -
Motions for Preliminary Injunction Day 15 AA 010593
Volume 2
43 Transcripts for the Evidentiary Hearing on 7/18/19 | AA 010594 -
Motions for Preliminary Injunction Day 16 AA 010698
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43, 44 Transcripts for the Evidentiary Hearing on 8/13/19 | AA 010699 -
Motions for Preliminary Injunction Day 17 AA 010805
Volume 1
44 Transcripts for the Evidentiary Hearing on 8/13/19 | AA 010806 -
Motions for Preliminary Injunction Day 17 AA 010897
Volume 2
44, 45 Transcripts for the Evidentiary Hearing on 8/14/19 | AA 010898 -
Motions for Preliminary Injunction Day 18 AA 011086
45 Transcripts for the Evidentiary Hearing on 8/15/19 | AA 011087 -
Motions for Preliminary Injunction Day 19 AA 011165
45, 46 Transcripts for the Evidentiary Hearing on 8/16/19 | AA 011166 -
Motions for Preliminary Injunction Day 20 AA 011332
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70.  The afore-described communications on the part of GUNSALLUS, CURTIS
EDWARD HUFFMAN and MICHAEL H. SINGER constitutes defamation against LERA and
NEWMAN.

71.  The afore-described communications of GUNSALLUS, CURTIS EDWARD
HUFFMAN and MICHAEL H. SINGER have been made and intended to lower LERA and
NEWMAN in the estimation of the community or to deter third persons from associating oy
dealing with LERA and NEWMAN,

72, As a direct, legal and proximate result of the defamatory communications byl
GUNSALLUS, CURTIS EDWARD HUFFMAN and MICHAEL H. SINGER, THIRD PARTY]
PLAINTIFFS have and continue to suffer damages, including monetary loss, extreme emotional
distress, humiliation, mental anguish, and physical distress.

73.  THIRD PARTY PLAINTIFFS request relief as described in the Prayer for Relief
below, including monetary damages and punitive damages to punish and deter THIRD PARTY]
DEFENDANTS from continuing to act with such malice, oppression and fraud against THIRD)
PARTY PLAINTIFFES and others in the future.

COUNT V - FRAUD
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY
OWINGS NUNN HUFFMAN: CURTIS EDWARD HUFFMAN: DARLENE
ALEXANDRA DAYVIS; MICHAEL H. SINGER AND ROES 1-20)

74.  THIRD PARTY PLAINTIFFS hereby incorporate paragraphs 1 through 73 of this
Third Party Complaint as though fully set forth herein.

75.  Conduct may be fraudulent if any of the following occur: 1) An intentional
misrepresentation: 2) A false promise; 3) The concealment of information (where there is a duty]
not toconceal); 4) A failure to disclose information (where this is a duty to disclose): or 5) Al
negligent misrepresentation.

76.  THIRD PARTY PLAINTIFES allege that THIRD PARTY DEFENDANTS, and
each of them, continue to commit fraud in dozens of means and ways. NEWMAN and LERA
have set forth facts in the preceding paragraphs of this complaint setting forth specific

communicative acts or omissions to act by all THIRD PARTY DEFENDANTS, including but

ANSWER AND COUNTERCLAIM
31- APP0138
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not limited to, where THIRD PARTY DEFENDANTS have intentionally misrepresented their
intentions with respect to DESERT AIRE WELLNESS, LLC, the owners, managers and control
of DESERT AIRE WELLNESS, LLC: false promises were made concerning the funding and|
legality of the purported percentage ownership transfers of DESERT AIRE WELLNESS, LLC}
concealment of information among the PARTIES and to others concerning their intentions with
respect to DESERT AIRE WELLNESS, LLC, the owners, managers and control of DESERT]
AIRE WELLNESS, LLC; failing to disclose their intentions with respect to DESERT AIRE
WELLNESS, LLC, the owners, managers and control of DESERT AIRE WELLNESS, LLC}
and advising that LERA and NEWMAN are no longer owners of DESERT AIRE WELLNESS|
LLC and/or that they are not to be involved with the construction process in any way.

77.  The afore-described conduct on the part of THIRD PARTY DEFENDANTS
constitutes fraud on the part of THIRD PARTY DEFENDANTS and each of them.

78.  The afore-described conduct of THIRD PARTY DEFENDANTS has been
intended to commit fraud for the purpose of harming LERA and NEWMAN,

79.  As a direct, legal and proximate result of the fraud of THIRD PARTY]
DEFENDANTS, THIRD PARTY PLAINTIFES have and continue to suffer damages, including|
monetary loss, extreme emotional distress, humiliation, mental anguish, and physical distress.

80.  THIRD PARTY PLAINTIFFS request relief as described in the Prayer for Relief]
below, including monetary damages and punitive damages to punish and deter THIRD PARTY]
DEFENDANTS from continuing to act with such malice, oppression and fraud against THIRD)
PARTY PLAINTIFES and others in the future.

COUNT VI — INTENTIONAL MISREPRESENTATION
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY
OWINGS NUNN HUFFMAN; CURTIS EDWARD HUFFMAN; DARLENE
ALEXANDRA DAVIS; MICHAEL H. SINGER AND ROES 1-20)

81.  THIRD PARTY PLAINTIFFES hereby incorporate paragraphs 1 through 80 of this

Third Party Complaint as though fully set forth herein.
82.  Intentional Misrepresentation is established by plaintiff showing by clear and|
convincing evidence that establishes: the defendant made a representation as to a past or existing

ANSWER AND COUNTERCLAIM
32. APP0139
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material fact; the representation was false; the defendant knew the representation was false when
it was made;or the defendant knew that he/she did not hold sufficientinformation to make thej
representation; the defendant intended to induce the plaintiff to rely upon the falserepresentation
and act or to refrain from acting accordingly; the plaintiff was unaware of the falsity of the]
representation; the plaintiff acted in reliance upon the truth of the representation: the plaintiff
was justified in relying upon the representation; andhe plaintiff sustained damages as a result of
his/her reliance onthe misrepresentation.

83.  THIRD PARTY PLAINTIFES allege that THIRD PARTY DEFENDANTS, and
each of them, have committed intentional misrepresentation in dozens of circumstances,
NEWMAN and LERA have set forth facts in the preceding paragraphs of this complaint setting
forth specific communicative acts or omissions to act by all THIRD PARTY DEFENDANTS,|
including but not limited to, where THIRD PARTY DEFENDANTS have intentionally]
misrepresented their intentions with respect to DESERT AIRE WELLNESS, LLC, the owners,|
managers and control of DESERT AIRE WELLNESS, LLC: and specifically but not limited toj
the funding of DESERT AIRE WELLNESS, LLC and the legality of the purported percentagej
ownership transfers of DESERT AIRE WELLNESS. In addition, other specific acts off
intentional misrepresentation include, but are not limited to the following: GUNSALLUS
CURTIS EDWARD HUFFMAN and MICHAEL H. SINGER have communicated to others
throughout the MME community that THIRD PARTY PLAINTIFES are no longer managers o
owners of DESERT AIRE WELLNESS, LLC to purposefully deter others from associating o
dealing with LERA and NEWMAN. SINGER recently intentionally and illegally filed
documents with the Nevada Secretary of State naming GUNSALLUS, CURTIS HUFFMAN and
LERA as the managing members of DESERT AIRE WELLNESS, LLC, specifically taking
NEWMAN off of DESERT AIRE WELLNESS, LLC as a manager. CURTIS HUFFMAN
continues to make false and misleading statements that he is a manager, and he is in charge off
the construction, has told all the construction related individuals to not speak with LERA and
NEWMAN and to keep them away from the facility. GUNSALLUS and CURTIS HUFFMAN

additional have told several different people that LERA and NEWMAN are no longer owners in

ANSWER AND COUNTERCLAIM
33- APP0140

AA 005253



10

11

13

14

15

18

17

18

19

the LLC. GUNSULLAS has been having individual meetings with cultivators in Nevada and
has allegedly made deals to buy product on behalf of DESERT AIRE WELLNESS, LLC. On|
August 12, 2015, LERA had a conversation with Charlie Fox, an owner of a cultivator named|
Nevada Medical Group. Mr. Fox advised LERA that he has met with GUNSALLUS at least fivej
times and she told him that LERA and NEWMAN were no longer owners of DESERT AIRE
WELLNESS, LLC. LERA was also told by Mark Zobrist, an owner of a cultivation company,|
that GUNSALLUS’ friend Vicki Higgins called him and stated that GUNSULLAS wanted toj
meet with him to buy product. Zobrist asked about LERA and NEWMAN and was told that they
were just “the locals on the ticket to cover the State of Nevada requirements”. Lastly, SINGER|
indicating that he had all approval necessary for the percentage ownership transfers, that other
documents did not need to be executed; as well as his false written statements to the City of Las
Vegas that all the final plans have been approved by the City Planning Department.

84.  The afore-described conduct on the part of THIRD PARTY DEFENDANTS!
constitutes intentional misrepresentation on the part of THIRD PARTY DEFENDANTS and
each of them.

85.  The afore-described conduct of THIRD PARTY DEFENDANTS has been
intended to commit intentional misrepresentation for the purpose of harming LERA and
NEWMAN.

86.  As a direct, legal and proximate result of the intentional misrepresentation off
THIRD PARTY DEFENDANTS, THIRD PARTY PLAINTIFES have and continue to suffer
damages, including monetary loss. extreme emotional distress, humiliation, mental anguish, and
physical distress.

87.  THIRD PARTY PLAINTIFFS request relief as described in the Prayer for Relief|
below, including monetary damages and punitive damages to punish and deter THIRD PARTY]
DEFENDANTS from continuing to act with such malice, oppression and fraud against THIRD)
PARTY PLAINTIFES and others in the future.

ANSWER AND COUNTERCLAIM
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COUNT VII - CONCEALMENT
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY
OWINGS NUNN HUFFMAN; CURTIS EDWARD HUFFMAN: DARLENE
ALEXANDRA DAVIS; MICHAEL H. SINGER AND ROES 1-20)

88.  THIRD PARTY PLAINTIFES hereby incorporate paragraphs 1 through 87 of this

Third Party Complaint as though fully set forth herein.

89.  Concealment is establishedif plaintiff proves by clear and convincing evidencel
that the defendant assumed the responsibility to give information; the defendant concealed o1
suppressed a material fact; the defendant was under a duty to disclose the fact to the plaintiff; thej
defendant knew he/she was concealing the fact; the defendant intended to induce the plaintiff to
act or refrain fromacting in a manner different than the plaintiff would had he/sheknown the
truth;the plaintiff was unaware of the fact and would not have acted ashe/she did had he/she]
known of the concealed orsuppressed fact; and the concealment or suppression of the fact caused|
the plaintiff tosustain damage.

90.  THIRD PARTY PLAINTIFES allege that THIRD PARTY DEFENDANTS, and
each of them, have committed concealment in dozens of circumstances. NEWMAN and LERA
have set forth facts in the preceding paragraphs of this complaint setting forth specifig
communicative acts or omissions to act by all THIRD PARTY DEFENDANTS, including but
not limited to, where THIRD PARTY DEFENDANTS had intentionally concealed their
intentions with respect to DESERT AIRE WELLNESS, LLC, the owners, managers and control
of DESERT AIRE WELLNESS, LLC: and specifically but not limited to the funding of]
DESERT AIRE WELLNESS, LLC and the legality of the purported percentage ownership|
transfers of DESERT AIRE WELLNESS.

91.  In addition, other specific acts of concealment include, but are not limited to theg
following: STACEY HUFFMAN concealing the fact of her imminent marriage to CURTIS]
HUFFMAN, the next month, who has current illegal sweepstake criminal charges against him in
North Carolina; that STACEY HUFFMAN and DAVIS would cut off all communications and|
give all control and power to CURTIS HUFFMAN:; that CURTIS HUFFMAN and STACEY)|
HUFFMAN own illegal gaming/sweepstakes stores in North Carolina; GUNSALLUS stated the
HUFFMAN’s owned copy and print shops. CURTIS HUFFMAN has told several different

ANSWER AND COUNTERCLAIM
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people that LERA and NEWMAN are no longer owners in the LLC. GUNSULLAS has been
having individual meetings with cultivators in Nevada and has allegedly made deals to buyf
product on behalf of DESERT AIRE WELLNESS, LLC. On August 12, 2015, LERA had af
conversation with Charlie Fox, an owner of a cultivator named Nevada Medical Group. Mr. Fox
advised LERA that he has met with GUNSALLUS at least five times and she told him that
LERA and NEWMAN were no longer owners of DESERT AIRE WELLNESS, LLC. LERA|
was also told by Mark Zobrist, an owner of a cultivation company, that GUNSALLUS" friend
Vicki Higgins called him and stated that GUNSULLAS wanted to meet with him to buy product|
Zobrist asked about LERA and NEWMAN and was told that they were just “the locals on thg
ticket to cover the State of Nevada requirements”. Lastly, SINGER indicating that he had all
approval necessary for the percentage ownership transfers, that other documents did not need to
be executed: as well as his false written statements to the City of Las Vegas that all the final
plans have been approved by the City Planning Department.

92.  The afore-described conduct on the part of THIRD PARTY DEFENDANTS
constitutes concealment on the part of THIRD PARTY DEFENDANTS and each of them.

93.  The afore-described conduct of THIRD PARTY DEFENDANTS has been
intended to commit concealment for the purpose of harming LERA and NEWMAN.

94.  As a direct, legal and proximate result of the concealment by THIRD PARTY]
DEFENDANTS, THIRD PARTY PLAINTIFES have and continue to suffer damages, including
monetary loss, extreme emotional distress, humiliation, mental anguish, and physical distress,

95.  THIRD PARTY PLAINTIFFS request relief as described in the Prayer for Relief
below, including monetary damages and punitive damages to punish and deter THIRD PARTY]
DEFENDANTS from continuing to act with such malice, oppression and fraud against THIRD)
PARTY PLAINTIFFS and others in the future.

COUNT VIII - NEGLIGENCE MISREPRESENTATION

(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY
OWINGS NUNN HUFFMAN; CURTIS EDWARD HUFFMAN; DARLENE
ALEXANDRA DAVIS; MICHAEL H. SINGER AND ROES 1-20)

ANSWER AND COUNTERCLAIM
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96.  THIRD PARTY PLAINTIFES hereby incorporate paragraphs | through 95 of thig
Third Party Complaint as though fully set forth herein.

97.  Negligent Misrepresentation is established by plaintiff showing by clear and
convincing evidence that establishes, thedefendant made a representation, while in the course of
his business, profession, employment or otheraction of pecuniary interest: the defendant failed to
exercise reasonable care or competence inobtaining or communicating the representation to the
plaintiff: the representation was false; the representation was supplied for the purpose of guiding]
theplaintiff in its business transactions; the plaintiff justifiably relied on the false information
and the plaintiff sustained a loss due to the false information.

98.  THIRD PARTY PLAINTIFES allege that THIRD PARTY DEFENDANTS, and
each of them, have committed negligent misrepresentation in dozens of circumstances,
NEWMAN and LERA have set forth facts in the preceding paragraphs of this complaint setting
forth specific communicative acts or omissions to act by all THIRD PARTY DEFENDANTS,
including but not limited to, where THIRD PARTY DEFENDANTS have at least negligently
misrepresented their intentions with respect to DESERT AIRE WELLNESS, LLC, the owners,|
managers and control of DESERT AIRE WELLNESS, LLC: and specifically but not limited to
the funding of DESERT AIRE WELLNESS, LLC and the legality of the purported percentage
ownership transfers of DESERT AIRE WELLNESS, In addition, other specific acts of at least
negligent misrepresentation include, but are not limited to the following: GUNSALLUS;
CURTIS EDWARD HUFEMAN and MICHAEL H. SINGER have communicated to others|
throughout the MME community that THIRD PARTY PLAINTIFES are no longer managers o
owners of DESERT AIRE WELLNESS, LLC to purposefully deter others from associating o
dealing with LERA and NEWMAN. SINGER recently at least negligently and illegally filed
documents with the Nevada Secretary of State naming GUNSALLUS, CURTIS HUFFMAN and
LERA as the managing members of DESERT AIRE WELLNESS, LLC, specifically taking
NEWMAN off of DESERT AIRE WELLNESS, LLC as a manager. CURTIS HUFFMAN
continues to make false and misleading statements that he is a manager, and he is in charge of|

the construction, has told all the construction related individuals to not speak with LERA and
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NEWMAN and to keep them away from the facility, GUNSALLUS and CURTIS HUFFMAN|
additional have told several different people that LERA and NEWMAN are no longer owners in|
the LLC. GUNSULLAS has been having individual meetings with cultivators in Nevada and|
has allegedly made deals to buy product on behalf of DESERT AIRE WELLNESS, LLC. On|
August 12, 2015, LERA had a conversation with Charlie Fox, an owner of a cultivator named
Nevada Medical Group. Mr. Fox advised LERA that he has met with GUNSALLUS at least five]
times and she told him that LERA and NEWMAN were no longer owners of DESERT AIRE]
WELLNESS, LLC. LERA was also told by Mark Zobrist, an owner of a cultivation company,|
that GUNSALLUS" friend Vicki Higgins called him and stated that GUNSULLAS wanted to
meet with him to buy product. Zobrist asked about LERA and NEWMAN and was told that they]
were just “the locals on the ticket to cover the State of Nevada requirements”. Lastly, SINGER|
indicating that he had all approval necessary for the percentage ownership transfers. that othen
documents did not need to be executed; as well as his false written statements to the City of Las
Vegas that all the final plans have been approved by the City Planning Department.

99.  The afore-described conduct on the part of THIRD PARTY DEFENDANTS
constitutes negligent misrepresentation on the part of THIRD PARTY DEFENDANTS and each
of them.

100, The afore-described conduct of THIRD PARTY DEFENDANTS has been
intended to commit negligent misrepresentation for the purpose of harming LERA and
NEWMAN.

101.  As a direct, legal and proximate result of the negligent misrepresentation of
THIRD PARTY DEFENDANTS. THIRD PARTY PLAINTIFFES have and continue to suffes
damages, including monetary loss, extreme emotional distress, humiliation, mental anguish, and
physical distress,

102.  THIRD PARTY PLAINTIFFS request relief as described in the Prayer for Relief]
below, including monetary damages and punitive damages to punish and deter THIRD PARTY]
DEFENDANTS from continuing to act with such malice, oppression and fraud against THIRD)
PARTY PLAINTIFFS and others in the future.
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COUNT IX - BREACH OF CONTRACT
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY

OWINGS NUNN HUFFMAN; DARLENE ALEXANDRA DAVIS; AND ROES 1-20)
103.  THIRD PARTY PLAINTIFES hereby incorporate paragraphs 1 through 102 of

this Third Party Complaint as though fully set forth herein.

104. The documents filed jointly by THIRD PARTY PLAINTIFFS and
GUNSALLUS, STACEY HUFFMAN and DAVIS with the City of Las Vegas on July 25, 2014
for an MME dispensary are evidence of an enforceable contract, with the essential terms and|
purpose to open an MME dispensary should a provisional license be approved. The essential
terms of the agreement included the managing members of the DESERT AIRE WELLNESS|
LLC, how profits and losses were to be split up, the promised amounts of funding from thej
PARTIES and other terms. At the time of filing on July 25, 2014, there was an offer and|
acceptance by all PARTIES as to the terms of DESERT AIRE WELLNESS, LLC, consideration
in regards to the ownership percentages and the funding to start up the dispensary and a meeting|
of the minds (as evidence by filing identical paperwork by GUNSALLUS with the State off
Nevada as to the essential terms weeks later). The PARTIES had agreed upon all material terms
as of that date and time.

105.  THIRD PARTY PLAINTIFFS allege that they have performed or had the ability
to perform all material terms of the contract. THIRD PARTY PLAINTIFFS further alleged tha
GUNSALLUS, STACEY HUFFMAN and DAVIS have unjustifiably failed to perform the
contract and have breached the contract. The breach of contract between the PARTIES by
GUNSALLUS, STACEY HUFFMAN and DAVIS has resulted in monetary damages to THIRD)
PARTY PLAINTIFFS.

COUNT X — UNDUE INFLUENCE/COERCION
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY
OWINGS NUNN HUFFMAN; CURTIS EDWARD HUFFMAN: DARLENE
ALEXANDRA DAVIS; MICHAEL H. SINGER AND ROES 1-20)

106.  THIRD PARTY PLAINTIFFS hereby incorporate paragraphs 1 through 105 of

this Third Party Complaint as though fully set forth herein.
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107.  THIRD PARTY PLAINTIFFES allege that after the original contract was formed,
as alleged in the Breach of Contract Count, THIRD PARTY DEFENDANTS, via harassment|
threats, assault, undue influence and duress, coerced LERA to execute a document to transfeq
15.5% of her ownership interest in DESERT AIRE WELLNESS, LLC to STACEY HUFFMAN|
LERA, after being unduly persuaded that she would be voted out of the LLC if she did not
acquiesce to the wishes of GUNSALLUS and CURTIS HUFFMAN, was offered to be a
managing member of DESERT AIRE WELLNESS, LLC under the Restated Operating]
Agreement, LERA signed both the Restated Operating Agreement and a document to give
STACEY HUFFMAN 15.5% of her 25.5% share of DESERT AIRE WELLNESS, LLC|
CURTIS HUFFMAN repeatedly kept telling LERA that if she could not come up with
$250,000required in a capital call, she would be liquidated out of the LLC. CURTIS
HUFFMAN offered to put in the $250.000 for LERA in exchange for 15.5% of her ownership
percentage and promised that LERA would thereafter be 100% vested in the LLC forever and be
protected by the Restated Operating Agreement. LERA told SINGER the State of Nevada had to
investigate and approve the ownership percentage transfer for it to be legal and the City of Las
Vegas had to be informed. SINGER told LERA he had already spoken to the State of Nevada
and the City of Las Vegas and they knew we were transferring the ownership percentages and
that his form was proper., LERA proceeded to tell SINGER there is an official form and he did|
not care, SINGER also told LERA he sent notice for NEWMAN to consent to the ownership
percentage transfer and that NEWMAN signed it. When LERA asked for a copy SINGER stated
he would email it to LERA. LERA told SINGER she would not proceed with ownership
percentage transfer unless all parties agreed. Thereafter, LERA was given a $50,000 cash loan|
and was also promised to be funded up to $200,000 more by CURTIS HUFFMAN towards her
capital contribution in DESERT AIRE WELLNESS, LLC.

108. The document executed by LERA to transfer 15.5% of her ownership interest in
DESERT AIRE WELLNESS, LLC to STACEY HUFFMAN cannot be enforced against LERA
as it is illegal under the MME laws in the State of Nevada, was not freely and voluntarily given|

but was the result of duress and coercion from wrongful demands, pressure, threats,personal
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abuse and threats of physical force to be inflicted upon LERA by THIRD PARTY]
DEFENDANTS. As LERA had an already-existing fiduciary relationship with GUNSALLUS/
STACEY HUFFMAN and DAVIS, and a fiduciary relationship with SINGER, who was holding]
himself out as the attorney for DESERT AIRE WELLNESS, LLC, LERA reposed trust and
confidence in such persons to the contract, and thus undue influence is presumed and the party
seeking to enforce thecontract must prove by clear and convincing evidence that the partyagainst
whom enforcement is sought had independent legal advice on thetransaction before assenting to
it or the transaction was just, fair andequitable and fully and fairly disclosed to that party, LERA|
alleges that she did not have independent legal advice on this transaction and the transaction was|
not just, fair and equitable, lacks adequate consideration and the THIRD PARTY]
DEFENDANTS failed to perform.

109.  THIRD PARTY PLAINTIFES allege that after the original contract was formed,
as alleged in the Breach of Contract Count, THIRD PARTY DEFENDANTS. via harassment|
threats, assault, undue influence and duress, coerced NEWMAN to execute a document to
transfer 5% of her ownership interest in DESERT AIRE WELLNESS, LLC to GUNSALLUS|
After several more weeks of harassment by GUNSALLUS and CURTIS HUFFMAN, with
comments that NEWMAN would be “liquidated out of the company”, NEWMAN met with
SINGER. In March, 2015, after many months of being threatened, harassed and told that
CURTIS HUFFMAN''s attorney was going to blow up the company, NEWMAN agreed to make
arrangements to give them some percent so that the PARTIES could proceed with the opening off
the business. DESERT AIRE WELLNESS, LLC only has until November 3, 2015 to open for
business or the license will be pulled by the City of Las Vegas. NEWMAN was getting scared|
that all of her hard work, money spent and past effort was going to be wasted. NEWMAN
wanted to proceed with moving DESERT AIRE WELLNESS, LLC toward opening and
reluctantly agreed to sign over 5% of her 25.5% ownership interest in the business to
GUNSALLUS. NEWMAN agreed to give up 5% without any legal consideration. NEWMAN
also advised SINGER that the document she was signing was not legally effective without

additional documents executed, filed and approved with the City of Las Vegas concerning thej
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privileged license. SINGER advised NEWMAN that he had already received approval from the|
City of Las Vegas for the ownership percentage transfers, THIRD PARTY PLAINTIFES
discovered that SINGER never received approval from the City of Las Vegas or the state off
Nevada for the transfer of ownership, thus the reason SINGER did not want THIRD PARTY
PLAINTIFFS to sign any official forms. At no time did THIRD PARTY PLAINTIFFES sign thej
official state forms for transfer of ownership percentages amongst the members of DESERT]
AIRE WELLNESS, LLC.

110.  The document executed by NEWMAN to transfer 5% of her ownership interest inj
DESERT AIRE WELLNESS, LLC to GUNSALLUS cannot be enforced against NEWMAN, as
it is illegal under the MME laws in the State of Nevada, was not freely and voluntarily given butj
was the result of duress and coercion from wrongful demands, pressure, threats, personal abusej
and threats of physical force to be inflicted upon NEWMAN by THIRD PARTY]
DEFENDANTS. As NEWMAN had an already-existing fiduciary relationship with
GUNSALLUS, STACEY HUFFMAN and DAVIS, and a fiduciary relationship with SINGER|
who was holding himself out as the attorney for DESERT AIRE WELLNESS, LLC, NEWMAN
reposed trust and confidence in such persons to the contract, and thus undue influence i
presumed and the party seeking to enforce the contract must prove by clear and convincing
evidence that the party against whom enforcement is sought had independent legal advice on the
transaction before assenting to it or the transaction was just, fair and equitable and fully and
fairly disclosed to that party. NEWMAN alleges that she did not have independent legal advice
on this transaction and the transaction was not just, fair and equitable and that it lacks any

consideration.

COUNT X1 - TORTIOUS BREACH OF THE IMPLIED COVENANT OF GOOD FAITH

AND FAIR DEALING
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY

OWINGS NUNN HUFFMAN: DARLENE ALEXANDRA DAVIS; AND ROES 1-20)
111.  THIRD PARTY PLAINTIFFS hereby incorporate paragraphs 1 through 110 of
this Third Party Complaint as though fully set forth herein.

ANSWER AND COUNTERCLAIM
42. APP0149

AA 005262



10

11

13

14

15

18

17

18

19

112, In Nevada, every contract imposes upon each party a duty of good faith and fair
dealing, which prohibits arbitrary or unfair acts by one party that work to the disadvantage of the
other, THIRD PARTY PLAINTIFES seek to recover damages based upon a claim of tortious
breach of the implied covenant of good faith and fair dealing arising out of thecontract with thej
defendant,

113.  To establish a tortious breach of the implied covenant of good faith andfaiy
dealing, plaintiff must establish:Plaintiff and defendant were parties to a contract:There was a
special element of reliance or trust between plaintiff anddefendant such that defendant was in o
superior or entrusted position ofknowledge;Defendant performed in a manner that was unfaithful
to the purposeof the contract or deliberately contravened the intention and spirit of the
contract;Defendant had an actual or implied awareness of the absence of areasonable basis for
not performing under the contract; andDefendant’s conduct was a substantial factor in causing
damage tothe plaintiff.

114, THIRD PARTY PLAINTIFES allege a tortious breach of the implied covenant of]
good faith and fair dealing against GUNSALLUS, STACEY HUFFMAN and DAVIS. As
previously alleged, LERA, NEWMAN, GUNSALLUS, STACEY HUFFMAN and DAVIS
entered into a valid contract on or about July 25, 2014, and as a result of jointly being members|
of DESERT AIRE WELLNESS, LLC, there was a special element of reliance or trust between|
LERA, NEWMAN, GUNSALLUS, STACEY HUFFMAN and DAVIS, and since that time
GUNSALLUS, STACEY HUFFMAN and DAVIS have performed in a manner that was
unfaithful to the purpose of the contract and have deliberately contravened the intention and
spirit of thecontract. GUNSALLUS, STACEY HUFFMAN and DAVIS had actual awareness of
the absence of a reasonable basis for not performing under the contract and their tortious breach|
was a substantial factor in causing damage to LERA and NEWMAN.

115. The tortious breach of the implied covenant of good faith and fair dealing by
GUNSALLUS, STACEY HUFFMAN and DAVIS has resulted in monetary damages to THIRD
PARTY PLAINTIFFS.
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COUNT XII _INTERFERENCE WITH PROSPECTIVE BUSINESS
ADVANTAGE
(Against THIRD PARTY DEFENDANTS CURTIS EDWARD HUFFMAN;
MICHAEL H. SINGER AND ROES 1-20)

116. THIRD PARTY PLAINTIFFS hereby incorporate paragraphs 1 through 115 of

this Third Party Complaint as though fully set forth herein.

117.  THIRD PARTY PLAINTIFFS allege that after the original contract was formed|
as alleged in the Breach of Contract Count. THIRD PARTY PLAINTIFFS allege]
DEFENDANTS CURTIS HUFFMAN and SINGER haveinterfered with their prospective)
businessadvantage with all respects and purposes of DESERT AIRE WELLNESS, LLC opening
and running an MME dispensary in the City of Las Vegas. The intentional and negligence acts|
or omissions of DEFENDANTS CURTIS HUFFMAN and SINGER as set forth throughout thig
complaint herein, have stifled and prevented the prospective contractual relationship between
LERA, NEWMAN, GUNSALLUS, STACEY HUFFMAN and DAVIS; DEFENDANTS
CURTIS HUFFMAN and SINGER have knowledge of this prospective relationship
DEFENDANTS CURTIS HUFFMAN and SINGER have acted with the intent to harm thg
contractual relationship; there is an absence of privilege or justification by DEFENDANTS]
CURTIS HUFFMAN and SINGER: andactual harm to the LERA and NEWMAN has
resultedfrom the wrongful conduct of DEFENDANTS CURTIS HUFFMAN and SINGER.

118.  THIRD PARTY PLAINTIFFS allege that they will be damaged each in the sum
of $10,000,000 to $20,000,000 over the next 20 years if the dispensary is not opened as a resul
of the actions of DEFENDANTS CURTIS HUFFMAN and SINGER.

COUNT XIII - BREACH OF FIDUCIARY DUTIES
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY
OWINGS NUNN HUFFMAN; DARLENE ALEXANDRA DAVIS; AND ROES 1-20)

119,  THIRD PARTY PLAINTIFES hereby incorporate paragraphs 1 through 118 of
this Third Party Complaint as though fully set forth herein.

120. THIRD PARTY PLAINTIFFS hereby allege that THIRD PARTY
DEFENDANTS GUNSALLUS, STACEY HUFFMAN and DAVIS have breached their
fiduciary duties by their acts and omissions as alleged above in this Complaint.
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121.  LERA, NEWMAN, GUNSALLUS, STACEY HUFFMAN and DAVIS are all
joint members of a Nevada LLC and owe each other fiduciary duties. NRS 86.286 states in
pertinent part: 5. If, and to the extent that, a member or manager or other person has duties to 2
limited-liability company, to another member or manager, or to another person that is a party to
or is otherwise bound by the operating agreement, such duties may be expanded, restricted o
eliminated by provisions in the operating agreement, except that an operating agreement may not
eliminate the implied contractual covenant of good faith and fair dealing. 6. Unless otherwisg
provided in an operating agreement, a member, manager or other person is not liable for breach
of duties, if any, to a limited-liability company, to any of the members or managers or to another
person that is a party to or otherwise bound by the operating agreement for conduct undertaken
in the member’s, manager’s or other person’s good faith reliance on the provisions of thg
operating agreement.

122, THIRD PARTY PLAINTIFFS allege that as fiduciaries, DEFENDANTS
GUNSALLUS, STACEY HUFFMAN and DAVIS have failed to make full and fair disclosure of]
all facts whichmaterially affect the rights and interests of LERA and NEWMAN
DEFENDANTS GUNSALLUS, STACEY HUFFMAN and DAVIS have failed to exercise care,
loyalty, confidentiality, full disclosure.fairness, and good faith in their dealings with LERA and|
NEWMAN via their acts or omissions as alleged herein,

123. DEFENDANTS GUNSALLUS, STACEY HUFFMAN and DAVIS have
violated one or more of each of these duties and the breach of their respective duties have causej
damage to LERA and NEWMAN,

124,  THIRD PARTY PLAINTIFES allege DEFENDANTS GUNSALLUS, STACEY]
HUFFMAN and DAVIS have breached their duty of due care. This duty required
DEFENDANTS GUNSALLUS, STACEY HUFFMAN and DAVISto perform their functions in|
good faith, in a manner reasonablybelieved to be in the best interest of LERA and NEWMAN),
and with the carethat an ordinarily prudent person, in a similar position and under

similarcircumstances, would reasonably be expected to exercise.
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125.  THIRD PARTY PLAINTIFFS allege DEFENDANTS GUNSALLUS, STACEY)|
HUFFMAN and DAVIS have breached their duty to make full and fair disclosure ofall facts that
materially affect their rights and interests.

126.  THIRD PARTY PLAINTIFFS allege DEFENDANTS GUNSALLUS, STACEY)|
HUFFMAN and DAVIS have breached their duty of loyalty by failing to maintain, in good faith|

the best interests of LERA and NEWMAN over their own interests.

COUNT X1V — BREACH OF FIDUCIARY DUTIES: ATTORNEY
(Against THIRD PARTY DEFENDANTS MICHAEL H. SINGER AND ROES 1-20)

127.  THIRD PARTY PLAINTIFES hereby incorporate paragraphs 1 through 126 of
this Third Party Complaint as though fully set forth herein.

128. THIRD PARTY PLAINTIFFES allege a fiduciary relationship with SINGER, who
was and has been holding himself out as the attorney for DESERT AIRE WELLNESS, LLC, of
which they are members. Attorneys owe a special duty to their clients; this duty is called aj
fiduciary duty. This duty required SINGER to exercise the skill and diligence that an ordinarilyf
prudent attorney, in a similar position and under similar circumstances, would reasonably bej
expected to exercise: keep information obtained from DESERT AIRE WELLNESS, LLC, LERA
and NEWMAN confidential, unless he was expressly or impliedly authorized to divulge suchi
information; fully and fairly disclose to LERA and NEWMAN all material facts affecting thej
interests of DESERT AIRE WELLNESS, LL.C, LERA and NEWMAN; and represent DESERT]
AIRE WELLNESS, LLC, LERA and NEWMAN with utmost loyalty and good faith.

129.  THIRD PARTY PLAINTIFFS claims that SINGER breached these fiduciary
duties, by the acts or omissions set forth above, has only acted in the best interests of
DEFENDANTS GUNSALLUS: STACEY HUFFMAN: DAVISand CURTIS HUFFMAN, who
he separately represents in other matters and he separately represents their other entities.

130. THIRD PARTY PLAINTIFFS allege that as a fiduciary, SINGER has failed to
make full and fair disclosure of all facts which materially affect the rights and interests of
DESERT AIRE WELLNESS, LLC, to LERA and NEWMAN. SINGER has failed to exercise

care, loyalty, confidentiality, full disclosure, fairness, and good faith in his dealings with
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DESERT AIRE WELLNESS, LLC, to LERA and NEWMAN via his negligent and intentional
acts or omissions as alleged herein. SINGER has violated one or more of each of these duties
and the breach of his respective duties has caused damage to DESERT AIRE WELLNESS, LLC|
LERA and NEWMAN.

131. THIRD PARTY PLAINTIFES allege SINGER has breachedhis duty of due care,
This duty required SINGER to perform his representation in good faith, in a manner reasonably
believed to be in the best interest of LERA and NEWMAN, and with the care that an ordinarily]
prudent attorney, in a similar position and under similar circumstances, would reasonably be
expected to exercise.

132, THIRD PARTY PLAINTIFES allege SINGER has breachedhis duty to make full
and fair disclosure of all facts that materially affect their rights and interests.

133.  THIRD PARTY PLAINTIFES allege SINGER has breachedhis duty of loyalty by
failing to maintain, in good faith, the best interests of LERA and NEWMAN over the interests of|

his other clients.

COUNT XV — PROFESSIONAL NEGLIGIENCE
(Against THIRD PARTY DEFENDANT MICHAEL H. SINGER AND ROES 1-20)

134,  THIRD PARTY PLAINTIFES hereby incorporate paragraphs 1 through 133 of

this Third Party Complaint as though fully set forth herein,

135.  THIRD PARTY PLAINTIFFES seek to recover damages based upon a claim of
negligent professional malpractice. DEFENDANT SINGER, was and has been holding himself
out as the attorney for DESERT AIRE WELLNESS, LLC, of which THIRD PARTY)
PLAINTIFFS are members.

136. SINGER, a licensed attorney in the State of Nevada, has a duty touse such skill|
prudence, and diligence as other members of hisprofession commonly possess and exercise and|
based upon his negligent acts as alleged throughout this complaint, as they apply to LERA/
NEWMAN and DESERT AIRE WELLNESS, LLC, breached that duty.
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137.  THIRD PARTY PLAINTIFFS allege they have and will sustained actual loss of
damage: and that the negligent conduct of SINGER was a proximate cause of THIRD PARTY]
PLAINTIFFS’ injuries and damages,

COUNT I -INJUNCTION
(Against THIRD PARTY DEFENDANTS BRENDA SUE GUNSALLUS; STACEY

OWINGS NUNN HUFFMAN; CURTIS EDWARD HUFFMAN: DARLENE
ALEXANDRA DAVIS; MICHAEL H. SINGER AND ROES 1-20)

138.  THIRD PARTY PLAINTIFES hereby incorporate paragraphs 1 through 137 of

this Third Party Complaint as though fully set forth herein,

139.  During the times referenced herein, THIRD PARTY PLAINTIFFSwere subject to
and continue to be the subject of numerous incidents harassment and threats by being shown a
handgun, verbal assault, in person screaming arguments, excessive and abusive telephone calls|
text messages, e-mails, correspondence from or at the direction of each THIRD PARTY]
DEFENDANT, intentional misrepresentation, fraud, breaches of fiduciary duties and including
but not limited to, those incidents afore-described throughout the Complaint herein.

140. The afore-described conduct on the part of THIRD PARTY]
DEFENDANTSconstitutes extreme and outrageous conduct on the part of THIRD PARTY]
DEFENDANTS and each of them.

141.  The afore-described conduct exceeds all bounds of decency usually tolerated in a
civilized community.

142, The afore-described conduct of THIRD PARTY DEFENDANT and each of
themwas intentional, fraudulent, oppressive and malicious and done for the purpose of causing
THIRD PARTY PLAINTIFES to suffer fear, humiliation, mental anguish, and severe emotional
and physical distress.

143.  As a direct and proximate result of the harassment and threats by being shown a
handgun, verbal assault, in person screaming arguments, excessive and abusive telephone calls|
text messages, e-mails, correspondence from or at the direction of each THIRD PARTY]

DEFENDANT, intentional misrepresentation, fraud, breaches of fiduciary duties and including]
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but not limited to, those incidents afore-described throughout the Complaint herein, THIRD

PARTY PLAINTIFFES request injunctive relief as described in the Prayer for Relief below.

PRAYER FOR RELIEF
WHEREFORE, PLAINTIFF prays that this Court grant the following relief:

A. Grant general and special in amounts according to proof and applicable statutes and
well beyond the jurisdictional limits of this court.

B. Punitive damages for THIRD PARTY DEFENDANTS’ fraud, oppression or malice.

To punish THIRD PARTY DEFENDANTS’ for harming THIRD PARTY PLAINTIFFS and tqg
detersimilar conduct in the future.

C. Injunctive Relief from harassment and threats by being shown a handgun, verball
assault, in person screaming arguments, excessive and abusive telephone calls, text messages, e
mails, correspondence from or at the direction of each THIRD PARTY DEFENDANT)|
intentional misrepresentation, fraud, breaches of fiduciary duties and including but not limited
to, those incidents afore-described throughout the Complaint herein

D. Reasonable attorneys’ fees.

E. Grant costs of suit incurred herein; and,

F. Grant such other and further relief as the court deems just and proper.

DATED: August 26, 2015 WATKINS & LETOFSKY, LLP

By: /bsl/
DANIEL R. WATKINS
BRIAN S. LETOFSKY
Attorneys for THIRD PARTY
DEFENDANTS and THIRD PARTY
PLAINTIFFS,SUSAN A. LERA and
PAULA L. NEWMAN
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CERTIFICATE OF SERVICE

I hereby certify that I am an employee of WATKINS & LETOFSKY, LLP, and that on the
27" day of August, 2015, I electronically filed a true and correct copy of the THIRD PARTY
DEFENDANTS AND THIRD PARTY PLAINTIFFS ANSWER AND COUNTERCLAIM
using the Court’s electronic filing system, which provides electronic service to the following
registered users:

Maximiliano D. Couvillier I1I, ESQ.
BLACK & LOBELLO
mcouvillier@blacklobellolaw.com

Michael Singer
MICHAEL SINGER LAW FIRM
msinger@mbhsinger.com

_Is/__Jerrica DiVincnezo
An employee of Watkins & Letofsky, LLP
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https://www.hickoryrecord.com/news/sweepstakes-parlor-remains-open-in-long-view/article_96efd 148-ddde-
11e2-b5bc-001a4bcf6878.html

Sweepstakes parlor remains open in Long View

By Sharon McBrayer smcbrayer@hickoryrecord.com Jun 25,2013

Diane Barnes, manager of the Circle S Sweepstakes in Long View checks the history of a gaming machine.
ROBERT C. REED/RECORD

HICKORY NC — Driving along US 70 west, it’s an oddity nowadays and sticks out
among the vacant buildings in the surrounding area.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
The parking lot of Circle S sweepstakes café’s in Long View looks to be packed every
night. So why is Circle S still open while others remain closed?

It appears there is still confusion over the state law on video sweepstakes gaming, even
though the NC Supreme Court in December upheld the state’s law banning it.

Gaming software companies and sweepstakes café¢ owners changed the games after the
ruling to a type of game they believed would be compliant with state law. Operators say
a player doesn’t even have to play the game, they can choose to skip to the next reveal,
or winnings.

Because of what appears to be confusion over what’s legal and what is not, the town of
Long View is allowing Circle S to continue operating for now.

Long View Police Chief Rick Coffey said whether to enforce the law is being left up to
each jurisdiction until a Superior Court judge rules for or against the newest gaming
system.

“I’'m going to let them run,” Coffey said.

Long View Police Sgt. Justin Roberts said there is so much controversy and so many
loopholes surrounding the latest software changes officials are waiting for it to end up in
Superior Court and to get a ruling. He said the issue will have to go to a jury trial, and
that will set the stage about whether the gaming can keep going or whether the
businesses will have to shut down.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
When police and district attorneys in the state started enforcing the state ban again in
January, sweepstakes providers and parlor owners switched out the games and the
winnings are now revealed before a game is played. The idea seemed to be that if the
prize winnings were revealed first, the gaming would be legal. However, law
enforcement in the area and across the state have charged operators and seized
machines.

Curtis Huffman, who owns Circle S in Long View, was one of the people charged with
misdemeanors when his sweepstakes parlor on Spring Road in Hickory, Circle S Depot,
was closed down Jan. 18. Huffman and employees Judy Scronce Sigmon and Robert
Klingensmith were charged with operating an illegal sweepstakes business.

Sigmon was found not guilty after attorney Lisa Dubs argued Sigmon was not guilty
because the games the business was operating did not violate North Carolina law on
video sweepstakes gaming.

& 3

READ MORE »

Huffman and Klingensmith are still waiting on their cases to be heard, Huffman said.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
He said after the state Supreme Court ruling, he closed his business down and switched
the games over to the pre-reveal system and then reopened. The gaming industry
believes the pre-reveal games are compliant with state law, he said.

Operators also may be waiting to see if state lawmakers do anything with a proposed
bill in the legislature that would make video sweepstakes legal and would tax them.
House Bill 547 was introduced in early April and was referred to the committee on
commerce and job development, and if favorable, it would move on to finance.
However, it was revealed at the time the bill’s two co-sponsors Reps. Jeff Collins, R-
Nash, and Michael Wray, D-Northampton, accepted cash from a sweepstakes operator
facing racketeering charges in Florida.

The town of Long View, like many municipalities in the area, charge video sweepstakes
cafes a business license fee.

David Epley, administrator for the town of Long View, said the town currently charges a
$1,000 license fee but that may go up in the coming year. Epley said the 2013-14
proposed budget includes a $1,000 license fee and $2,500 per machine for the upcoming
year. The board of aldermen will meet on the proposed budget Friday.

A sweepstakes company, Clark Consulting Group, filed lawsuits earlier this month
against some towns and cities in the area, demanding a jury trial and the money back
they paid for business license fees. They also want their attorneys’ fees paid.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
The local areas being sued are Hickory, Newton, Conover and Lenoir. Conover doesn’t
currently have any sweepstakes cafes and Newton only has one, according to respective
officials.

Hickory Police Maj. Clyde Deal said he’s not sure if any sweepstakes cafes have opened
back up in Hickory.

Huffman is hoping something will be resolved with the gaming and laws governing the
industry in the next couple of months.

“It’s just kind of a waiting game,” Huffman said.
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DISTRICT COURT
CLARK COUNTY, NEVADA

Nevada limited liability company, TGIG, LLC, Dept. No. 11
a Nevada [imited liability company, NULEAF
INCLINFE DISPENSARY, LLC, a Nevada
limited liability company, NEVADA

TRYKE COMPANIES RENO, LLC, a Nevada
limited [iability company, PARADISE
WELLNESS CENTER, LILC, a Nevada limited
liability company, GBS NEVADA PARTNERS,
LIL.C, a Nevada imited liatlity company,
FIDELIS HOLDINGS, L1.C, a Nevada limited
liability company, GRAVITAS NEVADA,
LE.C, a Nevada limited liability company,
NEVADA PURE, [.1.C, a Nevada limited
liability company, MEDIFARM, LLC, a Nevada
limited liability company, DOE PLAINTIFFS 1
through X; and ROE ENTITY PLAINTIFEFS [
through X,

Plaintiff(s),
V8.

THE STATE OF NEVADA, DEPARTMENT
OF TAXATION,

Delenduant(s).
and

NEVADA ORGANIC REMEDIES, LLC;
INTEGRAL ASSOCIATES LLC d/bia
ESSENCE CANNARBRIS DISPENSARIES, a
Nevada limited liability company; ESSENCE
MTROPICANA, LIL.C, a Nevada limited liability
{%ompany; ESSENCE HENDERSON, LLC, a
FiNcvada limited liability company; CPCM
HOLDINGS, LILC d/b/a THRIVE CANNABIS
S;’MARKL"[‘PLACE, COMMERCE PARK
MEDICAT, LI.C, a Nevada limited liability
company; and CHEYLNNE MEDICAL, LLC, a
Nevada limited liability company; .LONE
MOUNTAIN PARTNERS, LLC, a Nevada
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Case Number: A-19-786962-B

Electronically Filed
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CLERE OF THE COUE I;

SERENITY WELLNESS CENTER, LLC, & Case No. A-19-786962-B

[TOLISTIC MEDICINE, LLC, a Nevada limited | FINDINGS OF FACT AND
liablity company, TRYKE COMPANIES SO CONCLUSIONS OF LAW GRANTING
NV, LI.C, a Nevada limited liability company, | pRELIMINARY INJUNCTION
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limited liability partnership; HELPING HANDS
WELLNESS CENTER, INC., a Nevada
comporation; GREENMART OF NEVADA
NIV [I.C, a Nevada limited liability company;
and CLEAR RIVER, LLC,

Intcrvenors,

This matter having come before the Court for an evidentiary hearing on Plaintifts® Motion for
Preliminary Injunction beginning on May 24, 2019, and occurring day to day therealter until its
completion on August 16, 2019;' Dominic P. Gentile, Lsq., Vincent Savarese 111, sq., Michael V.
Cristalli, Esq., and Ross I. Miller, Esq., of the [aw firm Gentile Cristalli Miller Armeni Savarese,
appeared on behalf of Serenity Wellness Center, LLC, TGIG, LLC, Nuleaf Incline Dispensary, LLC,
Nevada Holistic Medicine, [LI.C, Tryke Companies SO NV, L1.C, Tryke Companics Reno, [LI.C,
Paradisc Wellness Center, LLC, GBS Nevada Partners, LLC, Fidelis Holdings, LLC, Gravitas Nevada,
LLC, Nevada Pure, LLC, Medifurm, LLC (Case No. A786962-B) (the “Serenity Plaintiffs”); Adam K.
Bult, Esq. and Maximilicn D. Fetaz, Esq., of the law firm Brownstein Hyatt Farber Schreck, LLP,
appeared on behalf of Plaintiffs ETW Management Group [LI.C, Global Harmony LLC, Green Jeal
Farms Holdings LLC, Green Therapeutics LLC, Herbal Choice INC., Just Quality, LLC, Libra
Wellness Center, LLC, Rombough Real Estate Inc. dba Mother Herb, NevCann LLC, Red Earth LLC,
THC Nevada [.1.C, Zion Gardens LLC, and MMOL Vegas Retail, Inc. (Case No. A787004-B) ( the
“ETW Dlaintiffs™); William S. Kemp, Esq. and Nathaniel R, Rulis, Esq., of the law firm Kemp, Jones
& Coulthard [.LP, appearcd on behalf of MM Development Company, Inc. and LivErec Wellness LLC
{Case No. A785818-W) (the “MM Plaintifis™); Theodore Parker ITI, Esq., ol the Jaw fim Parker
Nelson & Associates, appeared on behalf of Nevada Wellness Center (Case No. A787540-W)
{collectively the “Plaintiffs™); Steven G. Shevorskt, Esq., Ketan . Bhirud, Esq., and Theresa M. Haar,
Esq., of the Oftice of the Nevada Attorney General, appeared on behalf of the Stale of Nevada,

Department of Taxation; David R. Koeh, Esq., of the law firm Koch & Scow LLC, appeared on behalf

Although a preservation order wiss entered on Decemnber 13, 2018, in A785818, no discovery in any case was done
prior to the commencement of the evidentiary hearing, in part due & procedural issues and 1o statutory restriclions on
disclosure of certain information medified by SB 32 just a few days before the communcernent of the hearing. As a result,
the hearing was much longer than anticipated by any of the participating counsel, In compliance with SB 32, the State
produced previously confidential information on May 21, 2019. These documents were reviewed for confidentiality by the
Defendants in Intervention and certain redactions were made prior to production consistent with the protective order entered
on May 24, 2019,

1
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of Nevada Organic Remedics, LLC; Brigid M. Higgins, Esq. and Rusty Graf, Esq., of the law firm
Black & Lobello, appecared on behalf of Clear River, [I.C; Eric ID. Hone, Esq., of the law firm H1 Law
Group, appeared on behalf of Lone Mountain Partners, LLC; Alina M. Shell, Esq., of the law firm
McLetchic Law, appeared on behalf of GreenMart of Nevada NLV LLC; Jared Kahn, Lsq., of the law
fim JK Legal & Consulting, LLC, appcarcd on behalf of Helping Hands Wellness Cenler, Inc.; and
Joseph A. Gutierrez, Esq., of the law [irm Maier Gutierrez & Associates, and Philip M. IIymanson,
Esq.. of the law firm Ilymanson & Hymanson; Todd Bice, Esq. and Jordan 'I. Smith, Esq. of the law
firm Pisanelli Bice; and Dennis Prince, Esq. of the Prince Law Group appeared on behalf of Integral
Assoclates LLC dfbfa Essence Cannabis Dispensaries, Essence Tropicana, LLC, Essence Henderson,
LLC, CPCM Iloldings, LLC d/b/a Thrive Cannabis Marketplace, Commerce Park Medical, LI.C, and
Cheyenne Medical, I.LC (the “Essence/Thrive Entities™). The Court, having read and considered the
pleadings filed by the parties; having reviewed the evidence admitted during the evidentiary hearing;
and having heard and carefully considered the testimony of the witnesses called to testify; having
considered the oral and written arguments of counsel, and with the intent of deciding the Motion for a
Preliminary Injunction,” makes the following preliminary findings of fact and conclusions of law:

PROCEDURAL POSTURE

Plaintiffs are a group of unrelated commercial entities who applied for, but did not receive,
licenses to operate retail reereational marijuana establishunents in various local jurisdictions throughout
the stale. Nefendant is Nevada’s Depariment of Taxation (“Do’T™), which is the administrative agency
responsible for issuing the licenses. Some successful applicants for licensure intervened as Defendants.

The Serenity Plaintiffs filed a Motion for Preliminary Injunction on March 19, 2019, asking for
a preliminary injunction to:

a. Enjoin the denial of Plaintilfs applications;
b. FEnjoin the enforcement of the Hicenses granted,;

¢. FEnjoin the enforcement and implementation of NAC 453D;

z The findings made in this Order are preliminary in nature based upon the litnited evidence presented after very
limited discovery permitied on an expedited basis and may be modified based upoa additional evidence presented w the
Court at the ultimate trial of the business cowrt matters.
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d. An order restoring the sfatus quo anfe prior to the DoT"s adoption of NAC 433D;
and
¢. Scveral orders compelling discovery.
This Court reviewed the Screnity Plaintiffs® Motion for Preliminary Injunction and at a hearing on
April 22, 2019, invited Plaintiffs in related cases, not assigned (o Business Court, to participate in the
evidentiary hearing on the Motion for Preliminary Injunction being heard in Department 11 for the
purposcs of hearing and deciding the Motions for Prcliminary Injunction.®
PRELIMINARY STATEMENT
The Attorney General’s Otfice was forced to deal with a significant impediment at the early
stages of the litigation. This inalility to disclose certain information was outside of its control because
ol conlidentiality requirements that have now been sliphtly modified by 8B 32, Although the parties
stipulated to a protective order on May 24, 2019, many documents produced in preparation for the
hearing and for discovery purposes were heavily redacted becausc of the highly competitive nature of
the industry and sensitive financial and commercial information being produced.
All parties agrec that the language of an initiative takes precedence over any regulation that is in
conflict and (hat an administrative agency bas some discretion in determining how to implement the
initiative. The Court gives deference to the agency in cstablishing those regulations and creating the

framework required to implement those provisions in conformity with the initiative,

The complaints filed by the parties participating in the hearing seek declaratory relief, injunctive relief and writs of
mandate, ammong otber claims. The motions and joinders seeking injunctive relief which have been reviewed by the Court in
conjunction with this hearing include:

3

A786962-B Serenitv: Serenity Plaintifts' Motion for Prefiminary Injunction filed 3/19/19 (Joinder to Motion by
Compassionate Team: $/17; Joinder to Motion by ETW: 5/6 (filed in A787004); and Joinder to Motion by Nevada
Wellncss: 510 {filed in A7875407); Opposition by the Stace filed 5/6/19 (Joinder by Essence/Thrive Fatities: $/23);
Opposition by Nevada Organic Remedies: 5/9 (Joinder by Lone Mountaig: §/£3; Joinder by Helping Hapds: $/21; and
Joinder by Essence/Thrive Entities: 5/23). Application for TRO on OS1 filed 5/49/19 (Joinder by Compassionate T'eatn:

5/17: and Jownder by ETW: 5710 {filed in A787004 1 Opposition by Nevada Oreanic Remedies: 5/9 {Joinder by Clear River:
5/9); Cpposition by Cssence/Thrive Entities: 5/10 (Joinder by GreenMart: 3510; Joinder by Lone Mountain: 5/11; and

Joinder by helping IMands: 5/12).

A785818-W MM Development: MM Plaintiffs' Motion for Preliminary Injunction or Writ of Mandamus filed 5/9/19
{Jginder by Serenity: 5/20 (filed in A786962}; Joinder by ETW: 5/6 (filed in A787004 and A783R818); and Joinder by

Nevadu Wellness: 5/10 (filed in A7R7540}).

Page 4 of 24

AA 005280




o N

(=2 TN & RN

-1

23

- 5

The initiative to legalize recreationat marijuana, Baliot Question 2 (“BQ2”), went to the volers
in 2016. The language of BQ2 is independent of any regulations that were adopted by the DoT. The
Court must balance the mandatory provisions of BQ2 (which the Do’ did not have diseretion to
modify);* those provisions with which the Dol was grantcd some discretion in implementation;” and
the inherent discretion of an admimisirative ageucy to implement regulations to carry out its statutory
duties. The Court must give great deference to thosc activitics that fall within the discretionary
functions of the agency. Delerence is not given where the actions of the DoT were in violation of BQ2
or were arbitrary and capricious.

FINDINGS OF FACT

1. Nevada allows voters (0 amend its Constitution or enact Jegislation through the initiative

process, Nevada Constitution, Article 19, Section 2.

1

Article 19, Section 2(3) provides the touchstone far the mandatoyy provisions:

..... An initiative measure 5o approved by the voters shall not be amended, annulled, repealed, set aside or
suspended by the Legislaiure within 3 years from the date if takes etfect.

NRS 453D.200(1) required the adoption of regulations for the licensure and oversight of recreational marijuana
cultivation, manufacturing/production, sales and distribution, but provides the DoT discretion in exactly what those
regulations would include.

... the Department shall adopt all regulations necessary or convenient to carry out the provisions of this chapter.
The regulations must not probhibit the operation of marijuana establishments, either expressly or through regulations
that tnake their operation urweasonably impracticable. The regulations shalf include:

{a) Procedures for the issuance, renewal, suspension, and revocation of a license to operate a marijuana
establishment;

{h} Qualifications for licensuye that are directly and demonstrably related to the operation of a marijuana
establishmnent;

(¢} Requirements for the security ol marijuana establishunents;

(<) Requirements 1o prevent the sile or diversion of matijuana und marijuana products to persons under 2]
years of age;

{e) Requirements for the packaging of mavijuana and marijuana producss, including requirements for child-
resistant packaging;

{f) Requirements for the testing and fabeling of marijuana and marijuana products sold by marijuana
establishments including a numerical indication of poteacy based on the ratio of THC to the weight of a product
intended for aral consumption;

{g) Requirements jor record keeping by marijuana establishments,;

(h) Reusonable restrictions on signage, marketing, display, and advertising,

(1) Procedures for the collection of 1axes, fecs, and penalties itnposed by this chapter:

(1) Procedwres and requirements to enable the wansfer of a license for a marijuana establishinenr to another
qualified person and to enable a licensee to thove the location of its establishment to another suitable location;

(k) Procedures and requirements to enable a dual licensee fo operate medical marijuana establishments and
marijuana establishments a1 the same location;

(1) Pracedures to establish the fair market vakue at wholesale of marijuana; and

{m) Civil penalties for the failure to comply with any regulation adopted pursuant to this section or for any
violation of the provisions of NRS 4531D.300.
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2. In 2000, the voters amended Nevada’s Constitution to allow for the posscssion and usc
of marijuana to treat various medical condilions, Nevada Constitution, Article 4, Section 38(1)a). The
initiative left it to the Legislature o create laws “[a]uthoriz[ing] appropriate methods for supply of the

plant to patients authorized 1o usc it.” Nevada Constitution, Article 4, Section 38(1)(e).

n

3. FFor several years prior to the chactment of BQ2, the regulation of medical marijuana
dispensaries bad not been taken up by the Legislature, Some have argued in these proceedings that the
deiay led to the framework of BQ2.

4, In 2013, Nevada's legislature enacted NRS 453 A, which allows {or the cultivation and
sale of medical marijuana. The Legislature described the requircments for the application to open a
medical marijuana establishment. NRS 453A.322. The Nevada Legislature then charged the Division of
Public and Behavioral Health with cvaluating the applications. NRS 453A.328.

5. The materials circulated to voters in 2016 for BQ2 described its purposc as the
amendment of the Nevada Revised Statutes as follows:

Shall the Nevada Revised Statutes be amended to allow a person, 21 years old or older, to
purchase, cultivate, possess, or consume a certain amount of marijuana or concentrated
marijuana, as well as manufacture, possess. use, transport, purchase, distribute, ot sell marijuana
paraphemnalia; impose a 15 percent excisc tax on wholesale sales of marijuana; require the
regulation and licensing of marijuana cultivators, testing facilities, distributors, suppliers, and
retailers; and provide for cerain criminal penalties?

6. BQ2 was cnacted by the Nevada Legislature and is codified at NRS 453D.°
7. RBQ2 specifically identified regulatory and public safety concerns:

The People of the State of Nevada proclaim that marijuana should be regulated in a manner
similar to alcohol so that:
(a) Marijuana may only be purchased from a business that is licensed by the State of
Nevada;
(b) Business owners are subject to a review by the State of Nevada to confirm that the
business owners and the business location are suitable 1o produce or sell marijuana;
(v) Cultivating, manuiacturing, testing, transporting and sclling marijuana will be strictly
controlled through State licensing and regulation;

£ As the provisions of BQ2 and the scctivons NRS 453D currently in effect (with the exception of NRS 453D.203) are
identical, for ease of reference the Court cites to BQ2 as enacted by the Nevada Legislature in NRS 433D.
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(d) Selling or giving marijuana to persons under 21 years of age shall remain illegal;
(e) Individuals will have to he 21 vears of age or older to purchase marijuana;

() Driving under the influence of marijuana will remain illegal; and

(£} Marijuana sold in the State will be tested and labeled.

NRS 453D.020(3).

8. BQ2 mandated the Do to “conduct a background check of cach prospeciive owner,
officer, and board member of a marijuana establishment license applicant.” NRS 453D.200(6).

9. On November §, 2016, by Exceutive Order 2017-02, Governor Brian Sandoval
established a Task Force composed of 19 members to ofler suggestions and proposals for legislative,
regulatory, and executive actions to be taken in implementing BQ2.

10.  The Task Force’s [indings, issued on May 30, 2017, referenced the 2014 licensing
process for 1ssuing Medical Marijuana Establishment Registration Certificates under NRS 453A. The
Task Force rccomimended that “the qualifications for licensure of a marijuana establishment and the
impartial nuroerically scored bidding process for retail marijuana storcs be maintained as in the medical
marijuana program except for a change in how local jurisdictions participate in selection of locations.”

11 Some of the Task Force’s recommendations appear to condlict with BQ2.”

The Final Task Force report (Exhibit 2009) contained the fullowing statements:

The Task Force recommends that retail marijuana ownership interest requirements remain consistent with the
medical marijuana program. ...
at 2510,

The requirement identified by the Task Force at the time was contained in NAC 453A.302(1) which states:

Except as atherwise required in subsection 2, the requirements of this chapter concerning nwoers of medical
marijuana cstablishments only apply (o a person with an aggregate ownership interest of § percent or more in a
medical marijuaba establishment.

The second recommendation of concern is:

‘The Tesk Foree recommends that NRS 453A be changed to address companies that own marijuana establishment
licenses in which there are owners with less than 3% ownership interest in the company. The statute should be
amended to:

*Limit fingerprinting, background checks and renewal of agent ¢ards to owners oflicers and board muembers with
5% or less cumulatively of the compuny 1o once every five years;

*Only require owners officers and board members with 5% or imore curnulatively and employees of the coinpany to
vbtain agent registration cards; and
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12, During the 2017 legisiative session Assembly Bill 422 translerred responsibility for the
registration, licensing, and regulation of marijuana establishments from the State of Nevada Division of
Public and Behavioral Ilealth to the DoT.*

13, OnFebruary 27, 2018, the DoT adopted regulations governing the issuance, suspension,
or revocation of retail recreational marijuana Jicenses in L.CB Tile No. R092-17, which were codified in
NAC 453D (the “Regulations™).

14, The Regulations for licensing were to be “directly and demonstrably reiated to the
operation of a marijuana establishiment.” NRS 453D.200(1)(b). The phrase “dircctly and demonstrably

related to the operation of 2 marijuana establishiment™ is subject to more than one interpretation.

*Use the tarijuana establishments govening documents 1o detennine who has approval tights and signalory
autherity for purposes of signing ownership transfers, applications and any other appropriate legal or regulatory
docwments,
There was Task Force dissent on the recommendation. The concemn with this recommendation was that by
changing the requirements on fingerprinting and background checks, the state would have less knowledge of when
an owner, officer, and board member commits an oftense not allowed under curreot marijuana law, potentially
creating a less safe environment in the state.

at2315-23516.

i Those provisions (a portion of which became NRS 453D.203) are consistent with BQ2:

1. When vonducting & background check pursuant to subsection 6 of NRS 433D.200, the Department may
require cach prospective owner, officer and board member of a marijuana establishment license applicant 1o submit
a complete set of fingerprints and written permission authurizing the Department to forward the [ingerprints to the
Central Repository for Nevada Records ot Criminal History for submission to the Federal Bureau of Investigation
tor its repoit.

2. When determining the criminal history of a person pursuant to paragraph (¢) of subscetion | of NRS
453D.300, 4 marijuana cstablishment may require the person to submit to the Department a complete set of
tingerprints and writien permission authorizing the Department to forward the fingerprints to the Central
Repositary for Nevada Records of Critninal Ilistory for submission to the Federal Burean of Investigation for its
report,
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15, A person holding a medical marijuana establishment registration certificatc conld apply
for one or more recreational marijuana establishment licenses within the time set forth by the DoT in

the manner described in the application. NAC 453D.268.°

Relevant poriions of that provision require that application be made

. - - .by submitting an application in response to a request for applications issued pursuant to NAC 453D.260 which
must include:

934

2. An application on a form prescribed by the Department. The application must include, withoul limitation:

(a) Whether the applicant is applying for a license for a marijuana establishment for a marijuana cultivation
facility, a marijuana distributor, a marijuana product manufacturing facility, a marijuana testing facility or a retail
marijuany stere;

(b} The nume of Lhe proposed marijuana establishiment, as reflected in both the medical martjuana cstablishiment
reaistration certificate held by the applicant, if applicable, and the articles of incorporation or other docements filed
with the Secrctary of State;

{c) The type of business organization of the applicant, such as individual, corporation, partnership, litnited-liability
conlpany, association or cooperative, jeint venture or any other business organization;

{d) Confirtnation that the applicant has registered with the Secretary of State as the appropriate type of business,
and rhe articles of incorporation, articles of organization or parthership eor jeint venture documents of the applicant;
{e} The physical address where the propoesed tnarijuana establishment will be located and the physical address of
any co-owned or otherwise affiliated marijuana establishments;

{f) The mailing address of the applicant;

{2) The telephone number o the applicant;

(h) 'The electronic mail address of the applicant;

(i) A sizned copy of the Request and Consent to Release Application Form for Marijuana Establishment License |
prescribed by the Department; i
{(j) 1fthe upplicant is applying for a license for a retail marijuana store, the proposced hours of operation during
which the retail tmarijuana store plans to be available 1o sell marijuana 1o consumers,

(k) An attestation that the infortatiun provided to the Department 1o apply for the license for a murijuana
establishment is true and correet according 1o the information known by the affigot at the time of gigning; and

(1) The signature of'a natural person for the proposed murijuana establishroent as described in subsection 1 of NAC
4330D.250 and the date on which the person signed the application.

3. REvidence of the amount of taxes paid, or other beneficial fingocial contributions made, 10 this State or i1s
political subdivisions within the lasl § years by the applicant or the persons who are proposed to be owners, officers
or board members of the proposcd marijuana establishment,

4, A description of the proposed organizational structure of the proposed marijuana establishment, including,
without limitation:

{a} An organizational chatt showing all owners, officers and board members of the proposed marijuana
establishment;

{b) A list of all owners, officers and board members of the proposed marijuana establishinent that contains the
following information for each person:

{1) The title of the person;

{2) The race, ethnicity and gender of the person;

(3) A short description of the role in which the person will serve for the nrganization und his or her
responsibilities;

{4) Whether the person will be designated by the proposed marijuana establishment to provide written notice to
the Departiient when a2 marifuana establishment agent is emplaoyed by, volunteers at or provides labor as a
marijuana establishtnent agent at the proposed marijuana establishinent;

{5) Whether the person has served or is currently serving as an owner, officer or board member for another
medical marijuana establishment or marijuana establishment;

(6) Whether the person bas served as an owner, officer or bourd member for 1 medical marijuana establishment
or marijuana cstablishment that has bad its medical marijuana establishtnent registration certificate or license, as
applicable, revoked,
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NRS 4353D.2[0(6) mandated the DoT to use “an impartial and numerically scored competitive bidding
process” to determine successlul applicants where competing applications were submitted.
16.  NAC 453D.272(1) provides the procedure for when the DoT receives more than one

“complete™ application. Under this provision the DoT will determine if the “application is complete and
(7) Whether the person has previously had a medical marijuana establishryent agent registration card or
marijuana establishment agent registration curd revoked;

{8) Whether the person is an attending provider of health care cuirently providing written documentation for the
issuance of registry identification cards or Ietiers of approval;

(9) Whether the person is a law entorcement officer;

{10) Whether the person is currently an employee or contractor of the Department; and

{L1) Whether the person has an ownership or financial investment interest in any other medical marijuana
establishment or marijuana establishment.
5. For each owner, officer and board member of the proposed marjjuana establishiment:
(@) An attestation sighed and dated by the owner, officer or board member that he or she has not been convicted of
10 an excluded felony offense, and that the infortation provided to support the application for a license for a
marijuana establishiment is true and correct;
11 (b) A narrative description, not to exceed 750 words, demenstrating:
{1) Past experience working with governmental agencies and highlighting past experience in giving back to the
12 community through civic or philanthropic involvement;
{2) Any previous experience at operating other businesses or nonprofit arganizations; und
13 (3) Any demonstrated knowledge, business experience or expertise with respect to marijuana; and
{c) A resume.
14 i,  Documentation concerning the size of the proposed marijuana establishment, including, without lonitation,
building and general Boor plans with supporting details.
15 7. The integrated plan of the proposed marijuana establishmenc for the care, quality and safekeeping of marijuana
from seed to sale, including, without limitation, a plan for testing and verilying marijuana, a transportation or
16 dcliivcrydplan and _procedm‘es to ensure adequate security measures, including, without liritation, building security
and product security.
17 8. I:Ji\ plan for thet}g usiness which includes, without limitalion, a deseription of the inventory control system of the

proposed marijuana establishment to satisfy the requirements of NRS 45305.300 and NAC 453D.426,
9. A financial plan which includes, without [imitation:
() Financial statements showing the resources of the applicant;
{b) 1f the applicant is relying on moaney from an owner, officer or board member, evidence that the person has
19 unconditionally conumitted such money to the use of the upplicant in the event the Departinent awards a license to
20 the applicant and the applicant obtains the necessary approvals from the locality 1o aperate the propoesed marijuana
establishment; and

{c) I'roof that the applicant has adequate money to cover all expenses and costs of the first vear of operation.

= B R -

0 o =

i8

21 10.  Evidence that the applicant has a plan to staff, educate and manage the proposed marijuana establishment on a
daily basis, which must include, without limitation:

22 {a} A dctailed budget for the proposed marijuana establishment, including pre~opening, construction and fiest-year
opeTaling expenses;

23 {b) An operations manual that detnonstrates compliance with this chapter;
{c} An cducalion plan which must include, without limitation, providing cducational materials to the staff of the

24 proposed matijuana establistunent; and
{d) A plan 1o minimize the environmental impact ot the proposed marijuana establishment,

25 11. 1fthe application is submitted ou or hetore November 15, 2018, for a license for a marijuana distributor,
proof that the applicant halds a wholesale dealer license issued pursuant to chapter 369 of NRS, unless the

26 Department determines that an insufticient number of marijuana distributors will result from this limitacion.
12. A response to and infurmation which supports any other crizeria the Department determines to be relevant,

97 which will be specified and requested by the Department at the time the Department issyes a request foT i
applications which includes the point values that will be allocated to the applicable portions of the application

28 pursuani o subscction 2 of NAC 453D.260,
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in compliance with this chapter and Chapler 453D of NRS, the Department will rank the applications . .
. in order from first to last based on the compliance with the provisions of this chapler and chapter
4537 of NRS and on the content of the applications relating to . . . several cnumerated factors. NAC
453D.272(1).

17.  The factors set forth in NAC 453D.272(1) that arc uscd to rank competing applications
{collectively, the “*Factors™) are:

(a) Whether the owners, officers or board members have experience operating anather kind
of business that has given them cxperience which is applicable to the operation of a marijuana
establishraent;

(b) ‘The diversity of the owners, officers or board members of the proposed marijuana
cstablishment;

(¢}  The educational achievements of the owners, officers or board members of the proposed
marijuang establishment;

(d) The financial plan and resources of the applicant, both liquid and illiquid;

(e) Whether the applicant has an adequate integrated plan for the care, quality and
safekeeping of marijuana from seed to sale;

(f) The anmount of taxes paid and other beneficial linancial contributions, including, withoul
limitation, civic or philanthropic involvement with this State or its political subdivisions, by the !
applicant or the owners, officers or board members of the proposed marijuana establishment;

(g}  Whether the owners, officers or board members of the proposed marijuana establishment
have direct experience with the operation of a medical marijuana establishment or marijuana
establishment in this State and have demonstrated a record of operating such an establishment in
compliance with the laws and regulations of this State {or an adequate period of ime to
demonstrate suceess;

{h}  The {unspecified) experience of key personncl that the applicant intends to employ in
operating the type of marijuana establishment [or which the applicant seeks a license; and

(i) Any other criteria that the Department determines to be relevant.

18.  Each of'the Factors is within the Do'l”s discretion in implementing the application
process provided for in BQ2. The DoT had a goed-faith basis for deteimiining that each of the Factors
is “directly and demonstrably related to the operation of a marijuana establishment.”

19, The DoT posted ihe application on ils website and released the application for

recreational marijuana establishment licenses on July 6, 20 18.1Y

The DeT made a change to the application after circulating the first version of the application L delete the
requirement of a physical location. The medification resulted in a different version ol the application bearing the same
“footer” with the original version remaining avaitable on the DoT s website.

1
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20, “The Dol utilized a question and answer process through a generic email account gt
marijuana@tax.state.nv.us 10 allow applicants to ask questions and receive answers directly from the
Department, which were not consistent with NRS 453D, and that information was not further
disseminated by the DoT to other applicants.

21.  In addition to the email question and answer process, the Do’l” permitted applicants and
their representatives (o personally contact the DoT staff about the application process.

22. ‘The application period ran from September 7. 2018 through September 20, 2018,

23, The DoT accepted applications in September 2018 {or retail recreationa! marijuana
licenses and announced the award of conditional licenses in December 201 8.

24, The DoT used a listserv to communicate with prospective applicants.

25. ‘The Dol published a revised application on July 30, 2018, This revised application was
sent to all participants in the DoT"s listserv directory. The revised application modificd a scntence on
attachment A of the application. Prior to this revision, the sentence had read, “Marijuana
Establishment’s proposed physical address (this must be a Nevada address and cannot be a P.O. Box).”
The revised application on July 30, 2018, read: “Marijuana Establishment’s proposed physical address
if the applicant owns property or has secured a lease or other property agreement (this must be a
Nevada address and not a P.0). Box). Otherwise, the applications are virtually identical.

26.  The DoT sent a copy of the revised application through the listserv service used by the
DaoT. Not all Plaintiffs' correct emails were included on this lisiserv service.

27.  The July 30, 2018 application, like its predecessor, described how applications were to
be scored. The scoring criteria was divided into identified criteria and non-identified criteria, The
maximum points that could be awarded 1o any applicant bascd on these criteria was 250 points.

28.  The identified criteria consisied of organizational structure of the applicant (60 pornts);

evidence of taxcs paid to the State of Nevada by owners, officers, and board members of the applicant
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in the last 5 years (23 points); a financial plan (30 points); and documents from a financial institution
showing unencumbered liquid assets of $250,000 per location for which an application is submitied.

29,  The non-identified criteria consisted of documentation concerning the integrated plan of
the proposcd marijuana cstablishment {or the care, quality and safekeeping of marijuana from seed to
sale (40 points); evidence that the applicant has a plan to staff, cducate and manage the proposed
reereational marijuana establishment on a daily basis (30 points); a plan describing operating
procedures for the electronic verification system of the proposed marijuana establishment and
deseribing the proposed establishment’s inventory control system (20 points); building plans showing
the proposed establishment’s adequacy to serve the needs of its customers (20 points); and, a proposal
explaining likely impact of the proposed marijuana establishment in the community and how it will
meet customer needs (15 points).

30.  Anapplicant was permitted to submit a single application for all jurtsdictions in which it
was applying, and the application would be scored at the same time.

31. By September 20, 2018, the DoT received a lotal of 462 applications,

32, In order to grade and rank the applications the DoT posted notices that il was secking to
hire individuals with specificd qualifications necessary to evaluate applications. The DoT interviewed
applicants and made decisions on individuals 10 hire for cach position.

33.  When decisions were made on who to hire, the individuals were notified that they would
need to register with “Manpower™ under a pre-cxisting contract between the DoT and that company.
Individuals would be paid through Manpower, as their application-grading work would be of'a
lemporary nature.

34,  The DoT identified, hired, and trained cight individuals to grade the applications,

including three to grade the identified portions of the applications, three to grade the non-identified
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portions of the applications, and one administrative assistant for cach group of graders (collectively the
“I'emporary Employees™).

35.  Itis unclear how the Dol trained the Temporary Employees. While portions ol the
training materials were introduced into evidence, testimony regarding the oral training based upon
exantple applications was insufficient for the Court to determine the nature and extent of the training of
the Temporary Employees. =

36, NAC453D.272(1) requured the DoT to determine that an Application is “complele and
in compliance” with the provisions of NAC 453D in order to properly apply the licensing criteria set
forth therein and the provisions of the Ballot Initiative and the enabling statute.

37. When the DoT received applications, it undertook no effort to determine if the
applications were tn Tact “complete and in compliance.”

38.  Inevaluating whether an application was “complele and in compliance™ the Dol made
no effort o verify owners, officers or hoard members (except for checking whether a transfer request
was madc and remained pending before the DoT).

39.  For purposes of grading the applicant’s organizational structure and diversity, if an
applicant’s disclosure in its application of its owners, officers, and board members did not match the
DoT'’s own records, the DoT did not penalize the applicant. Rather the DoT permitted the grading, and
in some cascs, awarded a conditional license Lo an applicant under such circumnstances. and dealt wilh
the issue by simply informing the winning applicant that its application would have to be brought into
conflormity with DoT records.

40.  The DoT created a Regulation that modified the mandatory BQ2 provision “[t]he
Department shail conduct a background check of each prospeetive owner, officer, and board member of

a marijuana establishment license applicant” and detenmined it would only require information on the

1 Ciiven the factual issues relaled to the grading raised by MM and LivFree, these issues may be subject to additional
evidentiary proceedings in the assigned department.
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application from persons “with an aggregate ownership interest of 5 percent or more in a marijuana
establishment.” NAC 4330.255(1).

41, NRS433D.200(6) provides that “ft]he DoT shall conduct a background check of each
prospective owner, officer, and board member of a marijuana establishment license applicant.” The
Dol departed from this mandatory language in NAC 453D.255(1) and made no attempt in the
application process to verify that the applicant’s complied with the mandatory language of the BQ2 or
cven the impermissibly modified language.

42, The Dol made the determination that it was not reasonable to require industry to
provide every owncr of a prospective licensce. The DOT's determination that only owners of a 5% or
greater interest in the business were required to submit information on the application was not a
permissible regulatory modification of 13Q2. This determination violated Article 19, Section 3 of the
Nevada Constitution, The determination was not based on a rational basis.

43.  The limitation of “unrcasonabty impracticable” in BQ2' does not apply to the
mandatory language of BQ2, but to the Regulations which the DoT adopted.

44, The adoption of NAC 453D.255(1), as it applies to the application process is an
unconstitutiona! modification of BQ2. ¥ The failurc of the Dol to carry out the mandatory provisions
of NRS 453D.200(6) is fatal to the application process.'* The DoT’s decision to adopt regutations in
direct violation of BQ2’s mandatory application requircments is viclative of Article 19, Section 2(3) of
the Nevada Constitution.

12 NRS 453D.200(1} provides in part:
The repulations must not prohibit the operation of marijuana establishiments, either expressly or through regulations
that make their operation unreasonably impracticable.

" For adinistrative and regulatory proceedings other than the application, the limitation of 5% or greater ownership

appears within the DoT’s discretion,
4 That provision states:

6. ‘The Department shall conduct a background check of cach prospective owaoer, officer, and board member of a
marijuana esrablishment license applicant.
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45.  Given the lack of a robust invesiigative process for applicants, the requirement of the
background ‘check for each prospective owner, officer, and beard member as part of the application
process impedes an important public safely goal in BQ2.

46, Without any consideration as to the volers mandate in BQ2, the DoT determined that
requiring each prospective owner be subject to a background cheek was too difficult for
implementation by indusiry. This decision was a violation of the Nevada Constitution, an abuse of
diseretion, and arbitrary and capricious.

47.  The Dol did not comply with BQ2 by requiring applicants {o provide information for
each prospective owner, officer and board member or verify the ownership of applicants applying for
retail recreational marijuana licenses. Instead the Do'l” issued conditional licenses to applicants who
did not ideati (¥ each prospective owner, officer and board member, "’

48,  The DoT s late decision to delcte the physical address requirement on some application
forms while not modifying those portions of the application that were dependent on a physical location
(i.e. floor plan, communily impact, security plan, and the sink locations) after the repeated
communications by an applicant’s agent; not effectively communicating the revision; and, leaving the
origina! version of the application on the website, is evidence of conduct that is a serious issue.

49, Pursuani to NAC 453D.295, the winning applicants received a conditional licensc that
will not be finalized unless within twelve months of December 5, 2018, the licensees receive a final

inspection of their marijuana establishment.

i Some applicants apparenily provided the required information for each prospective owner, officer and board

member. Accepting as truthful these appiicants’ attestations regarding who their owners, officers, and board members were
at the time of the application, thesc applications were cemplete at the time they were filed with reference to NRS
433D.200(6). These entitics are Green Therapeutics LLC, Eurcka NewGen Farms LLLC, Cirele 8 Fanns LLC, Deep Roots
Medical .1.C, Pure Tonic Concentrates LLC, Wellness Connection of Nevada LLC, Polaris Wellness Center LLC, and
TRNVPOYE LLC, Clear River LLC, Cheyenne Medical LI.C, Essence Tropicana LL.C, Essence Henderson 1.I.C, and
Commerce Park Medical LLC. See Court Exhibit 3 (pust-hearing submission by the DaT).
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50.  The few instances of clcar mistakes made by the Temporary Employees admitted in
evidence do not, in and of themselves, result in an unfair process as human error occurs in every
process.

51, Nothing in NRS 453D or NAC 453D provides for any right 1o an appeal or review of a

decision denying an application for a retail recreational marijuana license.

52, There are an extremely [imited number of licenses available for the sale of reercational
marijuana.

53.  The munber of licenses available was set by BQ2 and is contained in NRS
453D.210(5)(d).

534.  Since the Court docs not have authority to order additional licenses in particular

jurisdictions, and because there are a limited number of licenses that are available in certain
jurisdictions, injunctive relief is nceessary to permit the Plaintiffs, if successful in the NRS
45312.210(6) proccss, to actually obtaining a license, if ultimately successtul in this Iitigation.

55.  The secondary market for the transfer of licenses is limited."

56, If any findings of fact are properly conclusions of law, they shall be treated as if
appropriately identified and designated.

CONCLUSIONS OF 1AW

37.  “Any person...whose rights, status or other legal relations are affecied by a statute,
municipal ordinance, contract or franchise, may have determined any question of construction or
validity arising under the instrument, statute, ordinance, contract or franchise and obtain a declaration
of rights, status or other legal relations thereunder.” NRS 30.040.

38 Ajusticiable conlroversy is required to exist prior to an award of declaratory relief. Doe

v, Bryan, 102 Ney, 523, 525, 728 P.2d 443, 444 (1986).

15 The testitnony elicited during the evidentiary hearing established that mulliple changes in ownership have eccurred

since the applications were filed. Given this testimony, simply updating the applications previously filed would not comply
with BQ2.
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59.  NRS 33.010 governs cascs in which an injunction may be granted. The applicant must
show (1) a likelihood of success on the merits; and (2) a rcasonahle probability that the non-moving
party’s conduct, 1f allowed to continue, will cause irreparable harm for which compensatory damage is
an inadequate remedy.

60). Plaintifts have the burden to demonstrate that the Do’l”s conduct, if allowed to continue,
will result in irreparable harm for which compensatory damages is an inadequate remedy.

6]. The pupose of a preliminary injunction is 1o preserve the sfafus guo unlil {the matter can
be litigated on the merits,

62.  In City of Sparks v. Sparks Mun. Court, the Supreme Court explained, “|als a
constitutional violation may be difficult or impossible to remedy through money damages, such a
violation may, by itself, be sufficient to constitute irreparable harm.” 129 Nev. 348, 357, 302 P.3d
1118, 1124 (2013).

63.  Arlicie 19, Section 2 of the Constitution of the Statc of Nevada provides, in pertinent
part:

“1. Notwithstanding the provisions of section 1 of article 4 of this constitution, but subject to the

limitations of section 6 of this article, the people reserve to themselves the power to propose,

by inifiaiive pelition, statutes and amendments o statutes and amendments to this
constitution, and to enact or reject them at the polls.

3. If the initiative petition proposes a statute or an amendment to a slatute, the person who
intends to circulate it shall file a copy with the secretary of state before beginning circulation
and not earlicr than January 1 of the year preceding the year in which a regular session of the
legiskature is held. Aller its circulation, it shall be filed with the secretary of state not less than
30 days prior to any regular session of the legislature. The circulation of the petition shall cease
on the day the petition is filed with the secretary of state or such other date as may be prescrbed
for the verification of the number of signatures aflixed lo the petition, whichever is carlicst. The
secrctary of state shall transmit such petition to the Jegislature as soon as the legislature
convenes and organizes. The petition shall take precedence over all other measures cxeept
appropriation bills, and the statute or amendment 1o a statute proposed thercby shall be cnacted
or rejected by the legislature without change or amendment within 40 days. If the proposed
statute or amcndment to a statute is enacted by the legislature and approved by the governor in
the same manner as other statutes ate enacted, such statule or amendment to a statute shall
become law, bul shall be subjcet to referendum petition as provided in section 1 of this article. |
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If the statute or amendment to a statule is rejected by the legislature, or if no action is taken
thereon within 40 days, the secretary of state shall submit the question of approval or
disapproval of such statutc or amcndmcnt to a statute to a vote of the voters at the next
suceceding general election. If a majority of the voters voting on such question at such election
votes approval of such statute or amendment 1o a statute, it shall becomre law and (ake effect
upon completion of the canvass of voles by the supreme court._An initiative measure so
approved by the voters shall not be amended, annulled, repealed, set aside or suspended
by the legislature within 3 years from the date it takes effect.”

(Lmphasis added.)

64. ‘The Nevada Supreme Court has recognized that “[i]nitiative petitions must be kept
substantively intact; otherwise, the people’s voice would be obstructed. ., [I]nitiative legislation is not
subject to judicial tampering-the substance of an initiative petition should reflect the unadulterated will
of the people and should proceed, il at all, as originally proposed and signed. For this reason, our
constitution prevents the Legislature from changing or amending a proposed iniliative petition that is
under consideration.” Rogers v. FHeller, 117 Nev, 169, 178, 18 P.3d 1034,1039 40 (2001).

65.  BQ2 provides, “the Department shall adopt all regulations necessary or convenientto |
carry out the provisions of this chapter.” NRS 453D,200(1). This language does not canfer upon the
DoT unfettered or unbridled authority to do whatever it wishes without constraint. The Do’l” was not
delegaled the power to legislate amendments because this is initiative [cgislation. The Legislature itself
has no such authority with regard to NRS 453D until three years alter ils enactment under the
prohibition of Article 19, Section 2 of the Constitution of the State of Nevada.

66.  Where, as here, amendment of a voter-initiated law is temporally preclnded from
amendment for threc vears, the administrative agency may not medify the law.

67.  NRS 453D.200(1)} providces that “the Department shall adopt all regulations necessary or
convenient to carry out the provisions of this chapter.” The Court finds that the words “nceessary or
convenient” are susceptible 1o at least two rcasonable interpretations. This limitation applies only to

Regulations adopted by the DoT,
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68. While the category of diversity is not specifically included in the language of BQ2, the
evidence presented in the hearing demonstrates that a rational basis existed for the inclusion of this
category in the Factors and the application.

69.  The De'l”s inclusion of the diversity category was implemented in a way that crealed a
process which was partial and subject to manipulation by applicants.

70.  The Do staff provided various applicants with different information as to what would
be utilized from this category and whether it would be used mercly as a ticbreaker or as a substantive
category.

71.  DBased upon the evidence adduced, the Court finds that the Do'T selectively discussed
with applicants or their agents the modilication of the application related to physical address
information.

72.  The pracess was impacted by personal relationships in decisions related to the
requirements of the application and the ownership stiuctures of competing applicants. This in and of
itself 1s insufficient to void the process as urged by seme of the Plaintif(s.

73.  The DoT disseminated various versions of the 2018 Retail Marijuana Application, one
of which was published on the Do'l"s website and required the applicant to provide an actual physical
Nevada address for the proposed marijuana establishiment, and not a P.O. Box, (see¢ FExhibit 3), whereas
an allernative version of the DoT’s application {orm, which was not made publicly available and was
distributed 1o some, but not all, of the applicants via a DoT listserv service, deleted the requirement that
applicants disclose an actual physical address for their proposed marijuana establishment. See Exhibit
SA.

74.  The applicants werc applying for conditional licensure, which would last for I year.

NAC 453D.282. The license was conditional based on the applicant’s gaining approval from [ocal
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authorities on zoning and land use, the issuance of a business license, and the Department of Taxation
mspections of the marijuana establishment.

75, The DoT has only awarded conditional licenses which are subject to local government
approval rclated to zoning and planning and may approve a location change of an cxisting license, the
public safety apsects of the failure to require an actual physical address can be cured prior to the award
of a final license,

76. By selectively eliminating the requirement to disclose an actual physical address for
cach and every proposed rctail recreational marijuana establishment, the DoT limited the ability of the
Teniporary Employees to adequately assess graded criteria such as (i) prohibited proximity to schools
and certain other public facilities, (i) impact on the community, (i) security, (iv) building plans, and
(v) other material considerations prescribed by the Reguiations.

77.  The hiring of Temporary Employecs was well within the Do'1”s discretionary power.

78.  The cvidence establishes that the DoT failed to properly train the Temporary
Employees, This is not an appropriate basis for the requested injunctive relief unless it makes the
grading process unfair.

79.  The DoT failed to establish any quality assurance or quality control of the grading done
by Temporary Employces.” This is not an appropriate basis for the requested injunctive relief unless it
makes the grading process unfair,

8¢.  The DoT made licensure conditional for one year based on the grant of power {0 create
regulations that develop | p|roccdures for the issuance, renewal, suspension, and revecation of a
license {0 operate a martjuana estahlishment,” NRS 453D.200(1)(a). This was within the DoT"s

discretion.

N The Court makes no determination as to the extent which the grading errors alleged by MM and Live Free may be

subject to other appropriate writ practice related to those individualized issucs by the assigned department.
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81. Certain of DoT’s actions related to the licensing process were nondiscretionary
modifications of BQ2’s mandatory requirements. The cvidence establishes DoT’s deviations
constituted arbitrary and capricious conduct without any rational basis for the deviation,

8§2.  'The Dal’s deeision to not require disctosure on the application aud to not conduct
background checks of persons owning less than 5% prior 1o award of a conditional license is an
impermissible deviation from the mandatory fanguage of BQ2, which mandated “a background check
of each prospective owner, officer, and board member ol a marijuana establishment license applicant.”
NRS 453D.200(6).

83. The argument that the requirement for each owner to compiy with the application
process and background investigation is “unrcasonably impracticable™ is misplaced. The limitation of
unreasonably impracticable applied only to the Regulations not to the language and compliance with
BQ2 itsell

84. Under the circumstances presented here, the Court concludes that certain of the
Regulations created by the Dol are unreasonable, inconsistent with BQZ2 and outside of any discretion
permitted to the DoT.

85.  The DoT acted beyond its scope of authority when it arbitrarily and capriciously
replaced the mandatory requirement of BQ2, for the background check of each prospeetive owner,
officer and board member with the 3% or greater standard in NAC 453.255(1). This decision by the
Dol was not one they were permiitted to make as it resulted in a modification of BQZ in violation of
Article 19, Section 2(3) of the Nevada Constitution.

86.  As PlaintilTs have shown that the Dol clearly violated NRS Chapter 453D, the claims
for declaratory relief, petition for writ of prohibition, and any other related claims is likely to succeed
on the ments.

87.  The balance of equities weighs in favor of Plainnifs.
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88.  “[NJo restraining order or preliminary injunction shall issue except upon the giving of
adequate security by the applicant, in such sum as the court deems proper, for the payment of such
costs and damages as may be incurred or suffered by any party who is found to be wrongfully enjoined
or restrained.” NRCP 65(d).

89.  The Dol stands to suffer no appreciable losses and will suffer only minimal harm as a
result of an injunction.

90.  Therefore, a security bond already ordered in the amount of $400,000 is sufficient for
the issuance of this injunctive relief.'*

9L.  Itany conclusions of law are properly tindings of fact, they shall be treated as if

appropriately identified and designated.

£ H ! / !
/ / i / i
/ / ! / /
! / i / !
£ / i / /
/ ! ! ; /
f i / £
£ i £ / !
/ / / / /
/ / / / /
/ / ! / i/
! / ! ! ¢

' As discussed during the preliminary injunction hearing, the Court sets a separate evidentiary bearing on whether to

increase e amount of this bond, That hearing is set for August 29, 2019, at 2:00 am.
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ORDER

1T IS HEREBY ADJUDGED ORDERED AND DECREED that Plaintiffs’ Motions for
Preliminary Injunction are granted in part.

The State is enjoined from conducting a final inspection of any of the conditional licenses
issued in or about December 2018 who did not provide the identification of each prospective owner,
officer and board member as required by NRS 453D.200(6) pending  trial on the merits.'®

The issue of whether to increasc the cxisting bond is sct for hearing on Angust 29, 2019, al
9:00 am.

The parties in A780962 and A787004 are to appesr for a Rule 16 conference September 9,

2019, at 9:00 am and submil their respective plans for discovery on an expedited schedule by noon on

September 6, 2019,

DATED this 23™ day of August 2019.

. Distrigt Court Judge

crtificate of Serviee

[ hereby certify that on th€ date filed, this Order was clectronically served, pursuant to

N.E.F.C.R. Rule 9, to all registered parties in the Liighth Judicial District Court Electronic Filing

Program.

Dan Kulinac

"" As Coutt Exhibit 3 is a post-hearing submission by the Do, the partivs may file objections and/or briefs related to
this issue. Any issues related to the inclusion or exclusion from this group will be heard August 22, 2015, at :00 am.
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Electronically Filed
8/26/2019 12:57 PM
Steven D. Grierson

OBJ

MARGARET A. MCLETCHIE, Nevada Bar No. 10931

ALINA M. SHELL, Nevada Bar No. 11711

MCLETCHIE LAW

701 East Bridger Avenue, Suite 520

Las Vegas, NV 89101

Telephone: (702) 728-5300

Email: maggie@nvlitigation.com

Counsel for Defendant-Intervenor, GreenMart of Nevada NLV LLC

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

SERENITY WELLNESS CENTER, LLC, et| Case No.: A-19-786962-B
al.,
Dept. No.: XI
Plaintiffs,
VS. DEFENDANT-INTERVENOR
GREENMART OF NEVADA NLV,
LLC’S OBJECTIONS TO COURT’S
STATE OF NEVADA, DEPARTMENT OF | EXHIBIT 3
TAXATION,

Defendant,
and
NEVADA ORGANIC REMEDIES, LLC, a
Nevada limited liability company;
GREENMART OF NEVADA NLV LLC, a

Nevada limited liability company,

Defendants-Intervenors.

Defendant-Intervenor GreenMart of Nevada NLV LLC (“GreenMart”), by and
through its undersigned counsel, hereby submits these objections to Court Exhibit 3, the
August 21, 2019 email sent by counsel for the State of Nevada Department of Taxation (the
“Department”) regarding winning applicants’ compliance with Nev. Rev. Stat. §
453D.200(6). This brief is made and based upon the attached memorandum of points and
authorities, all papers and pleadings on file in this matter, and any oral argument at the time

of hearing.

Case Number: A-19-786962-B

AA 005301
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—_—

MEMORANDUM OF POINTS AND AUTHORITIES

1. Plaintiffs Lack Standing to Challenge the Department’s Denial of Their
Applications.

As a preliminary matter, as GreenMart and other Defendant-Intervenors have
argued throughout the pendency of the case, Plaintiffs lack standing to request a preliminary
injunction. This is so for two reasons. First, as outlined most recently in GreenMart’s August
15, 2019 Trial Memorandum, Plaintiffs are not entitled to judicial review of the Department’s
denial of their applications because the application process was not a “contested case” under

Nevada law. (See August 15, 2019 Trial Memorandum, pp. 2:24-3:26.) Second, Plaintiffs

O© 0 9 N n B~ W

lack standing because they cannot demonstrate they suffered an injury in fact or that a

—
=

preliminary injunction can remedy any alleged injury. Because Plaintiffs do not have

—
—_

standing, judicial review of the Department’s denial of their applications is inappropriate.

—
[\

2. The Department Did Not Provide the Court With Any Information Regarding
Plaintiffs’ Compliance With Nev. Rev. Stat. § 453D.200(6).

—_ =
> W

In its August 16, 2019 statements at the close of the evidentiary hearing, this Court

directed the Department to provide it with information regarding which successfully

LAS VEGAS,
(702)728-5300 (T) / (702)425-8220 (F)

—_
=)}

applicants completed their applications in compliance with Nev. Rev. Stat. § 453D.200(6).

WWW.NVLITIGATION.COM
—
(9]

17 | [Notably absent from the Court’s assignment to the Department, however, was any request
18 | [that the Department provide the same information regarding Plaintiffs or other unsuccessful
19 | |applicants. What is true in life is true in the law: “What is sauce for the goose is sauce for the
20 | |gander.” Whitehead v. Nevada Comm ’n on Judicial Discipline, 111 Nev. 70, 183, 893 P.2d
21| |866, 936 (1995). Equity demands that if the Court considers winning applicants’ compliance
22 | [with Nev. Rev. Stat. § 453D.200(6), it must also consider the Plaintiffs’ and other losing
23 | |applicants’ compliance with the same provision. This is particularly salient given that the
24 | |applications of several Plaintiffs—including MM Development and Serenity Wellness—
25 | [may suffer from the same perceived deficiency.

26 3. Exhibit 3 is Irrelevant Because the Department Had Already Vetted

GreenMart.

27 GreenMart also objects to the Court’s consideration of Court Exhibit 3 on the
28

grounds that it is irrelevant. As set forth in Statewide Ballot Question 2 (2016), for the initial

AA 005302
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1 | |application process, the Department would “only accept applications for licenses for retail
marijuana stores, marijuana product manufacturing facilities, and marijuana cultivation
facilities . . . from persons holding a medical marijuana establishment registration certificate
pursuant to chapter 453A of NRS.” Ballot Question 2, § 10(2) (2016). At the time the
application process opened, GreenMart already held a medical marijuana establishment
certificate. Thus, the Department had already vetted and approved GreenMart’s ownership.
4. Exhibit 3 is Inadmissible Hearsay.

Nev. Rev. Stat. § 51.035(1) defines hearsay as “a statement offered in evidence to

O© 0 3 &N wn Bk~ WD

prove the truth of the matter asserted.” In turn, Nev. Rev. Stat. § 51.065(1) provides that
10 | [hearsay is inadmissible unless it falls within certain statutory exceptions. The Department’s
11| [email to this Court is textbook hearsay which does not fall within any of the recognized
12 | |hearsay exceptions. The Department’s email is not evidence. Instead, the Court required an
13 | |attorney for the Department to provide an opinion. In emailing the Court and the parties, the

14 | [Department did not provide any supporting documentation or evidence. Thus, neither

15 | |GreenMart nor any other party can assess the accuracy of the Department’s factual assertions

LAS VEGAS.
(702)728-5300 (T) / (702)425-8220 (F)

16 | |or legal opinion. Moreover, in forcing the Department to provide this email, the Court forced

WWW.NVLITIGATION.COM

17 | |the Department to make a legal conclusion that is contrary to its own position in litigation.
18 | | Thus, Exhibit 3 should not be considered by the Court, and should not be admissible as

19 | [evidence in any further proceedings in this matter.

20 DATED this the 26" day of August, 2019.
21
22 /s/ Alina M. Shell
23 MARGARET A. MCLETCHIE, Nevada Bar No. 10931
ALINA M. SHELL, Nevada Bar No. 11711
24 MCLETCHIE LAW
701 East Bridger Avenue, Suite 520
25 Las Vegas, NV 89101
26 Telephone: (702) 728-5300
Email: maggie@nvlitigation.com
27 Counsel for Defendant-Intervenor, GreenMart of Nevada
NLV LLC
28
3
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CERTIFICATE OF SERVICE

I hereby certify that on this 26" day of August, 2019, pursuant to Administrative
Order 14-2 and N.E.F.C.R. 9, I did cause a true copy of the foregoing DEFENDANT-
INTERVENOR GREENMART OF NEVADA NLV, LLC’S OBJECTIONS TO COURT’S
EXHIBIT 3 in Serenity Wellness Center, LLC, et al. v. State of Nevada, Department of
Taxation, et al., Clark County District Court Case No A-19-786962-B, to be served
electronically using the Odyssey File & Serve system, to all parties with an email address

on record.

/s/ Pharan Burchfield

An Employee of McLetchie Law

AA 005304




JK LEGAL &

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

CONSULTING, LLC

9205 West Russell Rd., Suite 240

Las Vegas, Nevada 89148

(702) 702-2958

Electronically Filed
8/26/2019 2:27 PM
Steven D. Grierson

RSPN CLERK OF THE COUE I;
Jared Kahn, Esq. '

Nevada Bar # 12603

JK Legal & Consulting, LLC
9205 West Russell Rd., Suite 240
Las Vegas, NV 89148

P: (702) 708-2958

F: (866) 870-6758
ikahn@jk-legalconsulting.com

Attorneys Helping Hands Wellness Center, Inc.

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

APPLICATIONS PERTAINING TO
HELPING HANDS WELLNESS NRS 453D.200(6)
CENTER, INC., a Nevada corporation.
Hearing: August 29, 2019

Defendant Intervenor Time: 9:00 a.m.

SERENITY WELLNESS CENTER, LLC, )
etal, )  CASENO: A-19-786962-B
)  DEPTNO.: XI
Plaintiff, )
)
vs. )  DEFENDANT INTERVENOR
)  HELPING HANDS WELLNESS
THE STATE OF NEVADA, )  CENTER, INC.’S RESPONSE AND
DEPARTMENT OF TAXATION, )  OBJECTION TO THE STATE OF
)  NEVADA’S SUBMISSION TO THE
Defendants. )  COURT ON COMPLETENESS AS TO
)
)
)
)
)
)

COMES NOW Defendant Intervenor Helping Hands Wellness Center, Inc., (“HHWC”),
by and through its counsel Jared Kahn, Esq., and hereby submits its Response and Objection to
the State of Nevada’s Submission to the Court on Completeness as to Applications Pertaining to
NRS 453D.200(6) (“Response™). This Response is supported by the Points and Authorities

herein, supporting exhibits submitted herewith!, and any oral argument permitted on this matter

! HHWC submits exhibits herewith not previously admitted during the hearing on the Motion for Preliminary
Injunction and respectfully requests the Court admit the enclosed exhibits as the Court invited objections to be filed,
which would require such supporting documents to now be filed not necessarily at issue before the Court during the
hearing.

10of10

Case Number: A-19-786962-B
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at the time of the hearing.

MEMORANDUM OF POINTS AND AUTHORITIES

I.  The Court’s Inquiry Regarding Compliance with NRS 453D.200(6).

After concluding the hearing on the Motion for Preliminary Injunction, this Court
inquired of the State of Nevada Department of Taxation (the “Department”) to respond to the
Court’s inquiry as to which conditional licensees complied with NRS 453D.200(6) as of the
time of submittal of the applications. On August 21, 2019, the State submitted an email
response to the inquiry identifying which conditional licensees submitted completed
applications and which conditional licensees the State “could not eliminate a question as to the
completeness of their application with reference to NRS 453D.200(6)”.

Mr. Shevorski noted in his email to the Court, as it pertains to HHWC:

1. Helping Hands Wellness Center, Inc. — The Department of Taxation
could not eliminate a question a question regarding the completeness of
the applicant’s identification of all of its officers on Attachment A in light
of Mr. Terteryan’s testimony that he is the Chief Operating Officer and
was not listed on Attachment A. The Department of Taxation does note,
however, that Mr. Terteryan has been the subject of a completed
background check.’

As a result of Mr. Shevorski’s email, it would appear the Department may not have
sufficient information before it to determine HHWC’s completeness of its application in
compliance with NRS 453D.200(6).* The purpose of this Response is to provide the Department
and this Court the pertinent information necessary for the Department to resolve the inquiry and

confirm the HHWC application was complete and in compliance with NRS 453D.200(6).

2 See Court’s Exhibit 3, Email dated August 21, 2019, from Steven Shevorski, Esq., to Department 11.
3 Id. (Emphasis added).

4 HHWC notes the determination of completeness of the application should fall with the Department to review and
resolve as opposed to the Court stepping into the role of the Department to make the determination, as the Order on
the Motion for Preliminary Injunction indicates the Department shall not issue final licenses until compliance with
NRS 453D.200(6) is established.

20f 10
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II. Helping Hands Wellness Inc., Application Was Complete and Compliant with NRS
453D.200(6)

Mr. Terteryan testified during the Preliminary Injunction hearing he is the Chief
Operating Officer for HHWC®. However, most importantly and what has appeared to cause
confusion with the Department, the testimony does not indicate as to when Mr. Terteryan
became the Chief Operating Officer of HHWC — a crucial piece of information as to the
determination of HHWC’s completeness of its application — since Mr. Terteryan was only
nominated to be the Chief Operating Officer just last month in July 2019.°

Just last month in July 2019, the Department approved the then-President and former
shareholder Alyssa Navallo-Herman’s transfer of shares to Klaris Terteryan.” Upon the
Department’s approval of the transfer of interest on July 19, 2019, Ms. Navallo-Herman resigned
as President as part of her transfer of shares.

Subsequent to the Department’s approval on July 19, 2019, of the Transfer of Ownership
from Ms. Navallo-Herman to Ms. Terteryan and the resignation as President, HHWC completed
a Corporate Resolution reflecting Klaris Terteryan would be named President of HHWC, and,
Alfred Terteryan would be nominated as Chief Operating Officer amending his prior role of
Director of Operations for Cultivation.

Most importantly for this Court’s attention and whether the Court will be making the
determination as to the completeness of the HWHC application, at the time of submitting the
application, Mr. Terteryan was the Director of Operations for Cultivation for HHWC — as fully

8

disclosed in the HHWC license application®. Further, as acknowledged by the Department in

3 Terteryan Testimony, 8/14/19, 76:3-6
¢ Ex. 1 (Corporate Resolution)
7 Ex. 2 (Transfer of Ownership Letter 07/19/2019)

8 Ex. 3 (Applicant Information)

30f10

AA 005307




JK LEGAL &

N

~N O W

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

CONSULTING, LLC

9205 West Russell Rd., Suite 240

Las Vegas, Nevada 89148

(702) 702-2958

Mr. Shevorski’s email, Mr. Terteryan was fully background checked. In addition, notably the
HHWC proposed Organizational Chart included with the HHWC application identifies the role
of Chief Operating Officer as blank as of the time of the HHWC application submittal in
September 2018 because HHWC did not know who would be the Chief Operating Officer at that

time.’

Therefore, the HHWC was complete at the time of submittal in September 2018 because
Exhibit A for the HHWC did contain all owners, officers and board members — who were all,
notably, background checked in compliance with NRS 453D.200(6).

Lastly, to address MM Development, LLC and LivFree’s objection noting HHWC failed
to disclose the prospective owner Drs. Florence and Gard Jameson, as Mr. Terteryan testified,
the arrangement for Dr. Jameson to become a potential owner was not arranged until affer being
awarded licenses, which such discussions occurred sometime in or around January or February
2019. Thereafter, the Jamesons received the offer from TGIG, LLC, Exhibit 5063, which is
notably dated March 13, 2019. As usual, MM Development wants to make a mountain out of a
mole hill by pointing to documents without properly advising the Court of their appropriate
dating or timeframes when they occurred — here notably, the ownership discussions and offers
referenced by MM Development occurred after being awarded licenses. Currently, as Mr.
Terteryan testified, the HHWC ownership structure to bring in the Jamesons is still under review
by tax lawyers and has not been completed. Therefore, at the time of submitting the
applications, the HHWC application was accurate because the Jamesons were listed as
prospective Board Members and prospective Officers and background checked accordingly.

III. Conclusion

What may appear to be an understandable confusion by the Department when it

submitted the email to the Court addressing the Court’s inquiring on the NRS 453D.200(6)

 Ex. 4 (HHWC Organizational Chart)

4 0f 10
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issue after simply reviewing the testimony of Mr. Terteryan and then reviewing the application
to determine if Mr. Terteryan was disclosed as Chief Operating Officer, when reviewing the
totality of circumstances, the Department’s email was in error as applicable to HHWC. The
Department was not yet aware Mr. Terteryan just recently became the Chief Operating Officer
in July 2019 as the Company just recently submitted the correspondence advising the
Department of the changes.!”

Therefore, the inability of the State to provide an answer to the completeness of the
application should now be able to be answered with the totality of information before the
Department and this Court. The Department can resolve HHWC submitted a complete
application, and further ensuring compliance with the intent of NRS 453D.200(6), as noted in
Mr. Shevorski’s email, Mr. Terteryan was fully background checked already as a Key
Employee for HHWC at the time of the application.

DATED: August 26, 2019.

/s/ Jared B. Kahn

Jared B. Kahn, Nevada Bar # 12603

JK Legal & Consulting, LLC

9205 W. Russell Rd., Suite 240

Las Vegas, NV 89148
jkahn@jk-legalconsulting.com

Of Attorneys for Helping Hands Wellness
Center, Inc.

10°Ex. 5 (Letter to DOT) (The Court and the Department can take notice the slight delay in the submittal to the State
is due to extraneous matters involving a shareholder dispute, as noted in the matter of Helping Hands Wellness
Center, Inc., v. Danayan, Dist. Court Case 2:19-CV-00881, removed from Clark County Case No.: A-19-794924-B,
which is currently still in mediation before Justice Nancy Saitta (ret.))

50f10

AA 005309




JK LEGAL &

O 0 9

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

CONSULTING, LLC

9205 West Russell Rd., Suite 240

Las Vegas, Nevada 89148

(702) 702-2958

EXHIBIT “1”

(HHWC Corporate Resolution)

6 0of 10
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EXHIBIT *“2”

(Transfer of Interest Letter 7/19/2019)

7 of 10
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STATE OF NEVADA
DEPARTMENT OF TAXATION
Web Site: https:/ftax.nv.gov

1550 Collaga Parkway, Suite 115
Carson City, Nevada 89706-7937
Phaone: (776)684-2000 Fax: (75) 684-2020

RENQ QFFICE
4500 Xwlzke Lang
Building L, Sutte 235
Rano, Nevads 69302
Phona: (775) 637-9399
Fox: {775) 638-1303

LAS VEGAS OFFICE HENDERSON OFFICE

JAMES DEVOLLD Grany Sawyar Office Bullding. Sulle 1300 2550 Pasac Verde Parkway. Suite 180

Chaw, Nevada Tax Comrission $58 E. Washinglon Avenis Handsrson, Nevada 89074
MELANIE YOUNG Las Vagas, Navada 59101 Phone: {702) 488-2300
Exocutiva Director Phone {702) 488-2300  Fax: (702) 486-2373 Fax: {702) 486-3377

July 19, 2019 TOI Tracking # 19045

Helping Hands Wellness Center, Inc.

3255 Losee Road

North Las Vegas, Nevada 89030

Re: Marijuana Establishment Transfer of Ownership - State of Nevada License/Certificate

Numbers & Tax Identification Numbers with Location Codes:

Medical

Cl47
P092

Recreational

RC147
RP0O92
RD546
RD547
RD548

Establishment Name Prior to Transfer:
Establishment Name Subsequent to Transfer:

43239080077563699251 1029008434001
60221456183974265627 1029008434-002

30364928071399411961 1029008434-001
53908146183081867945 1029008434-002
59173856084611315340 1029008434-003
64345737726226352455 1029008434-004
60232754740405315836 1029008434-005

Helping Hands Wellness Center, Inc.
Helping Hands Wellness Center, Inc.

Dear Mr. Terteryan,

Your Notice of Transfer of Interest pertaining to the ownership of the above referenced marijuana
establishments has been reviewed and APPROVED. Effective immediately, your marijuana
establishment ownership Scheduie of Interest is recorded as follows:

Name

Helping Hands Wellness Center, Inc.

Klaris Terteryan
Lusine Danayan

52.50%
47.50%

% Held
100%

AA 005312



Page |2
TO! Tracking #: 19045

Please feel free to contact us at MJChange(@tax.state.nv.us if you have any questions.

Sincerely,

<

Jorge Pupo, Deputy Executive Director
Department of Taxation, Manijuana Enforcement Division

Ce: Klaris Terteryan

AA 005313
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Exhibit “3”

(HHWC Applicant Information)
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STATE OF NEVADA
DEPARTMENT OF TAXATION e

Web Site: https://tax.nv.gov Building L. Suite 235

1550 Coliege Parkway, Suite 115 Reno.. Nevada 89502
: Phone: (775) 687-9999
Carson City, Nevada 89706-7937 Fax: (775) 688-1303
Phone: (775) 684-2000 Fax: (775) 684-2020 (7

BRIAN SANDOVAL
Governor LAS VEGAS OFFICE HENDERSON OFFICE
JAMES DEVOLLD Grant Sawyer Office Building, Suite1300 2550 Paseo Verde Parkway, Suite 18
Chalr, Nevada Tax Commission 555 E. Washington Avenue Henderson, Nevada 89074
WILLIAM D. ANDERSON Las Vegas, Nevada 89101 Phone: (702) 486-2300
Executive Director Phone: (702) 486-2300 Fax: (702) 486-2373 Fax: (702) 486-3377
APPLICANT INFORMATION

Provide all requested information in the space next to each numbered question. The information in Sections V1
through V10 will be used for application questions and updates. Type or print responses. Include this applicant

information sheet in Tab III of the Identified Criteria Response (Page 10).

Vi1 Company Name:
Helping Hands Wellness Center, Inc.
V2 Street Address:
3255 Losee Rd.
V3 City, State. ZIP:
North Las Vegas, NV 89030
V4
Telephone: ( 818 ) 434 .4049 ext:
V5 Email Address:
klaris@hhwcnevada.com
V6
Toll Free Number: ( ) - ext:

Contact person who will provide information, sign, or ensure actions are taken pursuant to R092-17 & NRS 453D

V7

Name:
Alfred Terteryan

Title:
Director of Operations for Cultivation

Street Address:
3255 Losee Rd.

City, State, ZIP:
North Las Vegas, NV 89030

V38

Email Address:
alfred@hhwcnevada.com

A%

(818 434 4049

Telephone number for contact person: )

ext:

V10

Signature Zfé 7 i E)5 /2P

Version 5.4- 06/22/2018  Recreational Marijuana Establishment License Application Page 2 of 34

DOT-H

ing000006

AA 005315
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EXHIBIT “4”

(HHWC Application Organizational Chart)
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EXHIBIT “5”

(Letter to Department)
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August 23, 2019

State of Nevada
Department of Taxation
Marijuana Program

555 E. Washington Ave., Suite 4100
Las Vegas, NV 89101

Re: Change of Officer
Helping Hands Wellness Center, Inc.
(C147, RC147, P092, RP092, RD546, RD547, RD548)

To whom it may concern:

| am writing this letter on behalf of Helping Hands Wellness Center, Inc. (“Company”). Please
update your records to reflect that Alyssa Navallo-Herman is no longer the President nor a Director for
the Company. Ms. Navallo-Herman resigned when her Change of Ownership was approved by the
Department on July 19, 2019, as was required in her Shareholder Transfer Agreement for the transfer of
ownership.

Please further note and update your records to reflect Klaris Terteryan is the President of the
Company henceforth. A copy of the Secretary of State filings is included herewith indicating the change
of the President and a copy of the corporate resolution is included herewith.

Lastly, please further note and update your records to reflect the Company nominated Alfred
Terteryan to Chief Operating Officer. Mr. Terteryan has already been background checked as a Key

Employee for the Company. A copy of the Corporate Resolution is attached hereto.

Please promptly advise if there are any questions or concerns.

Sincerely~
A

Klaris Terteryan
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H1 LAW GROUP

Eric D. Hone, NV Bar No. 8499
eric@hllawgroup.com

Jamie L. Zimmerman, NV Bar No. 11749
jamie@hllawgroup.com

Moorea L. Katz, NV Bar No. 12007
moorea@hllawgroup.com

701 N. Green Valley Parkway, Suite 200
Henderson NV 89074

Phone 702-608-3720

Fax  702-608-3759

Attorneys for Intervenor/Defendant
Lone Mountain Partners, LLC

Electronically Filed
8/26/2019 1:54 PM
Steven D. Grierson

CLERZ OF THE COUE !:

EIGHTH JUDICIAL DISTRICT COURT

CLARK COUNTY, NEVADA

SERENITY WELLNESS CENTER, LLC, a
Nevada limited liability company, TGIG, LLC, a
Nevada limited liability company, NULEAF
INCLINE DISPENSARY, LLC, a Nevada limited
liability company, NEVADA HOLISTIC
MEDICINE, LLC, a Nevada limited liability
company, TRYKE COMPANIES SO NV, LLC, a
Nevada limited liability company, TRYKE
COMPANIES RENO, LLC, a Nevada limited
liability company, GBS NEVADA PARTNERS,
LLC, a Nevada limited liability company, FIDELIS
HOLDINGS, LLC, a Nevada limited liability
company, GRAVITAS NEVADA, LLC, a Nevada
limited liability company, NEVADA PURE, LLC, a
Nevada limited liability company, MEDIFARM 1V,
LLC a Nevada limited liability company, DOE
PLAINTIFEFS I through X; and ROE ENTITY
PLAINTIFFS I through X,

Plaintiffs,
Vvs.

STATE OF NEVADA, DEPARTMENT OF
TAXATION,
Defendant.

LONE MOUNTAIN PARTNERS, LLC, a Nevada
limited liability partnership,

Intervenor/Defendant.

1

Case No. A-19-786962-B
Dept. No. 11

LONE MOUNTAIN PARTNERS, LLC’S

RESPONSE TO THE DEPARTMENT
OF TAXATION’S SUBMISSION
REGARDING COMPLETENESS OF
APPLICATIONS IN COMPLIANCE
WITH NRS 453D.200(6)

Case Number: A-19-786962-B
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Intervenor Lone Mountain Partners, LLC (“Lone Mountain”), by and through counsel,
hereby submits its Response to the Department of Taxation (“DOT”)’s Submission Regarding
Completeness of Application in Compliance with NRS 453D.200(6) provided August 21, 2019
via email from Defendant DOT and marked as Court’s Exhibit 3.

In the 20-day evidentiary hearing just held in this matter, not once was any question or
issue raised over the ownership structure of Lone Mountain. Nor was any question or issue ever
raised by the DOT regarding the completeness of the Lone Mountain application during the
application period.

This past Wednesday, August 21, 2019, for the very first time, the DOT indicated it could
not eliminate a question as to the completeness of Lone Mountain’s application with respect to
ownership. On August 23, 2019, the Court entered its Findings of Fact and Conclusions of Law
Granting Preliminary Injunction (“Order”’) which enjoined the DOT from conducting a final
inspection of any of the conditional licenses issued in or about December 2018 to the applicants
identified in Court’s Exhibit 3. The Court identified the applicants that are not subject to the
preliminary injunction in footnote 15 of the Order.

Given that the Court requested that the DOT make the “completeness” determination,
Lone Mountain will be addressing the DOT’s questions regarding the company’s ownership
structure, and completeness of its application, directly with the DOT. The duty to assess
completeness rests with the DOT by virtue of both the applicable statute and regulation. NRS
453D.210(4) (providing that the DOT is to process “complete” applications); NAC 453D.272(1)
(DOT is to determine whether applications are “complete and in compliance” with the applicable
regulations). The Court cannot usurp this obligation, nor can the DOT abdicate its responsibility
to assess completeness of the applications.

Lone Mountain expects that it will be able to satisfy the DOT’s questions such that the
DOT will be able to confirm the completeness of Lone Mountain’s application shortly and the
company will be able to proceed with its final inspection and retail license operations. Upon

satisfaction of DOT’s questions regarding completeness, Lone Mountain requests that the Court

AA 005321
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enter an amended Order identifying Lone Mountain as part of the group of applicants that are not
subject to the Court’s preliminary injunction.

Dated this 26th day of August 2019.
H1 LAw GrROUP
= //

z //V / { .~
¢_Eric D. Hone, NV Bar No. 8499

eric@hllawgroup.com
Jamie L. Zimmerman, NV Bar No. 11749
jamie@hllawgroup.com
Moorea L. Katz, NV Bar No. 12007
moorea@hllawgroup.com
701 N. Green Valley Parkway, Suite 200
Henderson NV 89074
Phone 702-608-3720
Fax  702-608-3759

Attorneys for Intervenor/Defendant
Lone Mountain Partners, LLC

CERTIFICATE OF SERVICE

The undersigned, an employee of H1 Law Group, hereby certifies that on the 26™ day of
August 2019, she caused a copy of the foregoing to be transmitted by electronic service in
accordance with Administrative Order 14.2, to all interested parties, through the Court’s Odyssey

E-File & Serve system.

., /.I;d "7 #A
‘ Bobbye Donaldson an employee of
HI1 LAw GRrROUP

gy
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3800 Howard Hughes Parkway
Seventeenth Floor
Las Vegas, Nevada 89169
(702) 385-6000 * Fax (702) 385-6001

KEMP, JONES & COULTHARD, LLP

kic@kempiones.com
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Will Kemp, Esq. (#1205)

Nathanael R. Rulis, Esq. (#11259)
n.rulis@kempjones.com

KEMP, JONES & COULTHARD, LLP
3800 Howard Hughes Parkway, 17" Floor
Las Vegas, Nevada 89169

Telephone: (702) 385-6000

Attorneys for Plaintiffs

Electronically Filed
8/26/2019 2:52 PM
Steven D. Grierson

CLERz OF THE COUE !;

DISTRICT COURT

CLARK COUNTY, NEVADA

SERENITY WELLNESS CENTER, LLC, a
Nevada limited liability company, TGIG, LLC,
a Nevada limited liability company, NULEAF
INCLINE DISPENSARY, LLC, a Nevada
limited liability company, NEVADA
HOLISTIC MEDICINE, LLC, a Nevada limited
liability company, TRYKE COMPANIES SO
NV, LLC a Nevada limited liability company,
TRYKE COMPANIES RENO, LLC, a Nevada
limited liability company, GBS NEVADA
PARTNERS, LLC, a Nevada limited liability
company, FIDELIS HOLDINGS, LLC, a
Nevada limited liability company, GRAVITAS
NEVADA, LLC, a Nevada limited liability
company, NEVADA PURE, LLC, a Nevada
limited liability company, MEDIFARM, LLC, a
Nevada limited liability company; DOE
PLAINTIFFS I through X; and ROE ENTITIES
I through X,

Plaintiffs,
VS.

THE STATE OF NEVADA, DEPARTMENT
OF TAXATION,

Defendant.

Case Number: A-19-786962-B

Case No.: A-19-786962-B
Dept. No.: XI

MM DEVELOPMENT COMPANY,
INC.’S AND LIVFREE WELLNESS,
LLC’S APPENDIX IN SUPPORT OF
OBJECTION TO STATE’S
RESPONSE REGARDING
COMPLIANCE WITH NRS
453D.200(6)

(VOLUME 1 OF 2)

Coordinated with for purposes of the
preliminary injunction hearing:
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MM DEVELOPMENT COMPANY, INC., a Case No.: A-18-785818-W
Nevada corporation; LIVFREE WELLNESS Dept. No.: VIII

LLC, dba The Dispensary, a Nevada limited
liability company

VS.

STATE OF NEVADA, DEPARTMENT OF
TAXATION; and DOES 1 through 10; and ROE
CORPORATIONS 1 through 10.

Plaintiff,

Defendants.

ALL RELATED MATTERS

NOW APPEAR Plaintiffs/Counter-Defendants MM Development Company, Inc. d/b/a/

Planet 13 (“MM”) and LivFree Wellness, LLC d/b/a The Dispensary (“LivFree”) (“Plaintiffs”),

by and through their counsel of record, and hereby file this appendix to the supplemental brief

regarding which of the successful applicants complied with NRS 453D.200(6).

Ex. Exhibit Description APP. Pages

1 Relevant excerpts of Admitted Exhibit 5023 — Clear River LLC 1-4

2 Frank Hawkins Testimony, 7/15/19, Vol. Il 5-8

3 Newman v. Huffman, et al., Complaint, dated Nov. 28, 2018 (Case 9-62
No. A-18-784970-B)

4 Qualcan, LLC v. Desert Aire Wellness, LLC, Desert Aire Wellness 63-66
Pretrial Disclosures, dated March 22, 2019 (Case No. A-15-721086-
C)

5 Nevada Secretary of State Business Entity Information — Pine 67-70
Mountain Holdings, LLC

6 Qualcan, LLC v. Desert Aire Wellness, LLC, Third Party Defendants 71-121
and Third Party Plaintiffs Answer and Counterclaim, dated Aug. 27,
2015 (Case No. A-15-721086-C)

7 Sharon McBrayer, Sweepstakes Parlor Remains Open, Hickory Daily 122-127
Record, June 25, 2013
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3800 Howard Hughes Parkway
Seventeenth Floor
Las Vegas, Nevada 89169
(702) 385-6000 * Fax (702) 385-6001
kic@kempiones.com

KEMP, JONES & COULTHARD, LLP

8 Verano Holdings, LLC Delaware Secretary of State Information 128-129

9 Relevant Excerpts of Admitted Exhibit 5023 — Lone Mountain 130-132
Partners, LLC

10 | Naturex, LLC, et al. v. Verano Holdings, LLC, et al. (A-19-787873- 133-165
C) Complaint

11 Excerpts from Harvest Health & Recreation, Inc., May 28, 2019 166-350
Management Information Circular

12 | Verano Holdings, LLC, SEC Form D, Nov. 13, 2018 351-359

13 | Testimony of Andrew Jolley, 6/10/19 360-366

14 | Testimony regarding MPX Bioceuticals, 5/30/19, Vol. I 367-370

15 | Excerpts from MPX Bioceutical Corporation Dec. 11, 2018 371-378
Management Information Circular

16 | Testimony of Alfred Terteryan, 8/14/19 379-382

17 | Testimony of Steve Gilbert, 6/18/19 383-385

DATED this _26th day of August, 2019.
KEMP, JONES & COULTHARD LLP

/s/ Nathanael Rulis

Will Kemp, Esq. (NV Bar No. 1205)
Nathanael R. Rulis (NV Bar No. 11259)
3800 Howard Hughes Parkway, 17th Floor
Las Vegas, Nevada 89169

Attorneys for Plaintiffs
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CERTIFICATE OF SERVICE

I hereby certify that on the _26th day of August, 2019, I served a true and correct copy
of the foregoing MM DEVELOPMENT COMPANY, INC.’S AND LIVFREE
WELLNESS, LLC’S APPENDIX IN SUPPORT OF OBJECTION TO STATE’S
RESPONSE REGARDING COMPLIANCE WITH NRS 453D.200(6) via the Court's
electronic filing system only, pursuant to the Nevada Electronic Filing and Conversion Rules,

Administrative Order 14-2, to all parties currently on the electronic service list.

/s/ Ali Augustine

An employee of Kemp, Jones & Coulthard, LLP
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TRAN
DISTRICT COURT
CLARK COUNTY, NEVADA

*x * k% Kk %

SERENITY WELLNESS CENTER LLC, .

et al.
Plaintiffs . CASE NO. A-19-786962-B
vSs. .
STATE OF NEVADA DEPARTMENT OF. DEPT. NO. XI
TAXATION

. Transcript of
Defendant . Proceedings

BEFORE THE HONORABLE ELIZABETH GONZALEZ, DISTRICT COURT JUDGE
EVIDENTIARY HEARING - DAY 15

VOLUME II

MONDAY, JULY 15, 2019

COURT RECORDER: TRANSCRIPTION BY:
JILL HAWKINS FLORENCE HOYT
District Court Las Vegas, Nevada 89146

Proceedings recorded by audio-visual recording, transcript
produced by transcription service.
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0 Never too old.

A Well, he’s 80, so. But the goal is to be able to
pass something down.

0 So is the goal to in the future put your daughter on

the board of this company that you own and operate?

A No. I want my daughter to be an owner --

Q Okay.

A -- not a board member.

Q Okay. And, but you don’t -- is there anything wrong

with a man putting his daughter on an advisory board for a
company that he runs and operates?

A It depends on the man.

Q Okay. Do you know that Ms. Black is also the

president of the NDA?

A No. I don’'t belong to the NDA.

Q Okay. And do you know Mr. Flintie Williams?

A Flintie Ray?

Q Yes.

A He’s hiding, too. Yeah, I know Flintie.

0 But you know him, don’t you?

A I know him.

0 And you’ve been in this community since the ‘70s?
A A long time. Not long to me, but a long time.

Q Okay. And do you have any problem with seeking his

advice in running this company, a local company in the state

99
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of Nevada?

A Are you saying Flintie is going to run a dispensary?

Q That he’s on the board and providing advice and
consent to this company, do you have a problem with that?

A Let me make sure I understand what you’re saying.
So you’re saying Flintie is on Randy’s board?

Q Uh-huh.

A And Flintie is going to direction to Randy on how to
run the business?

Q Sure.

A I’d say no, that will never happen, only because I

know Randy and I know Flintie.

Q That wasn’t the question.
A Oh, I'm sorry, then I misunderstood.
0 I appreciate your response, Mr. Hawkins, but that’s

not the question.

A Okay. So you’re saying if Randy put Flintie on the
board --

Q Sure.

A -- and will Randy take advice? Could he take
advice?

Q So your response is that Mr. Black won’t take the
advice?

A That’s my response.

0 Okay. Mr. Hawkins, you’ve been here the whole time;

100
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11/26/2018 12:09 PM
Steven D. Grierson

CLERE OF THE COUE !: I

A-18-784970-B

Department 11
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Electronically Filed
3/22/2019 1:41 PM

Steven D. Grierson
CLERK OF THE COURT

MPTD

MARGARET A. MCLETCHIE, Nevada Bar No. 10931
CARLY KRYGIER, Nevada Bar No. 14392
MCLETCHIE LAW

701 E. Bridger Avenue, Suite 520

Las Vegas, NV 89101

Telephone: (702) 728-5300; Fax (702) 425-8220
Email: maggie@nvlitigation.com

Counsel for Desert Aire Wellness, LLC

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

QUALCAN, LLC, a Nevada limited liability | Case No.: A-15-721086-C
company,
Dept. No.: 11
Plaintiff,
VS. DEFENDANT/
COUNTERCLAIMANT’S
PRETRIAL DISCLOSURES

DESERT AIRE WELLNESS, LLC, a
Nevada limited liability company;
PAUALA NEWMAN, an individual; and
SUSAN LERA, an individual,

Defendants.

AND ALL RELATED CLAIMS.

COMES NOW Defendant/Counterclaimant, Desert Aire Wellness LLC, and
submits the following pretrial disclosures pursuant to Nevada Rule of Civil Procedure

16.1(2)(3)(A):
(i)  WITNESSES

e Brenda Gunsallus, Manager of the Defendant/Counterclaimant Desert Aire
Wellness, LLC;

e Stacey O. Huffman fka  Stacey Nunn, Manager of the
Defendant/Counterclaimant Desert Aire Wellness, LLC;

e Darlene “Alex” Davis, Manager of the Defendant/Counterclaimant Desert Aire

APP 0064

Case Number: A-15-721086-C

AA 005390
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ATTORNEYS AT LAW
701 EAST BRIDGER AVE., SUITE 520

LAS VEGAS, NV 89101
(702)728-5300 (T) / (702)425-8220 (F)
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Wellness, LLC;

e Curtis Huffman, consultant to Stacey O. Huffman and Brenda Gunsallus;

e Person Most Knowledgeable, QualCan, Plaintiff/Counterdefendant;

e Paula Newman, Defendant; and

e Susan Lera, Defendant.

e Any and all witnesses named by the other parties in this action, or referenced in

documents produced by the other parties on or by March 22, 2019.

(i) EXHIBITS

Document Description

Bates Nos.

Letter from Black & LoBello dated June 19, 2015

DAWO0001-DAWO0002

Letter to Black & LoBello dated June 22, 2015

DAWO0003-DAWO0004

Original July 6, 2014, Operating Agreement of Desert Aire
Wellness LLC

DAWO0005-DAW0020

Restated Operating Agreement for Desert Aire Wellness LLC
dated March 5, 2015

DAWO0021-DAW0045

Desert Aire Wellness LLC Consent of Members signed and
dated in March 2015

DAWO0046

Minutes of the Special Meeting of Managers held on March
31, 2015, wherein Curtis Huffman resigned as Manager of
Desert Aire Wellness LLC

DAWO0047

Acceptance of Appointment appointing Stacey O. Huffiman as
a Co-Manager upon the resignation of Curtis Huffman

DAWO0048

Assignment of Membership Interest in Desert Aire Wellness
LLC dated March 17, 2015, wherein Susan Lera assigned
15.5% interest of her 25% membership interest to Stacey O.
Huffman

DAWO0049

Assignment of Membership Interest in Desert Aire Wellness
LLC dated April 24, 2015, wherein Paula Newman assigned
5% of her 25.5% membership interest to Brenda Gunsallus

DAWO0050-DAW0052

Nevada Secretary of State information for Desert Aire
Wellness LLC reflecting all actions

DAWO0053-DAWO0055

Letter to AJ Kung; Esq. regarding the Membership Purchase
Agreement between Stacey Huffman and Susan Lera

DAWO0056

Limited Liability Company Membership Interest Purchase
Agreement dated March 10,-2015 wherein Stacey O.
Huffman purchased 15.5% of Susan Lera’s 25.5%
membership interest for $200,000.00

DAWO0057-DAW0063

Communications regarding and draft versions of an Amended
Operating Agreement of Desert Aire Wellness LLC

DAWO0064-DAW0238

Affidavit of Susan Lera dated January 31, 2017

DAWO0239

APP 0065
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Document Description Bates Nos.

Email Cease and Desist Letter from Susan Lera to Brenda | DAW0240-DAW0241
Gunsallus dated December 20, 2014
Text messages and email communications DAW0242-DAW0470
Defendant/Counterclaimant reserves its right to utilize any | TBD

documents produced by any other party as exhibits at trial.

DATED this 22" day of March, 2019.

/s/ Margaret A. McLetchie

MARGARET A. MCLETCHIE, Nevada Bar No. 10931
CARLY KRYGIER, Nevada Bar No. 14392
MCLETCHIE LAW

701 E. Bridger Avenue, Suite 520

Las Vegas, NV 89101

Telephone: (702) 728-5300; Fax (702) 728-5300
Email: maggie@nvlitigation.com

Counsel for Desert Aire Wellness, LLC

CERTIFICATE OF SERVICE

Pursuant to Administrative Order 14-2 and N.E.F.C.R. 9, I hereby certify that on
this 22" day of March, 2019, I did cause a true copy of the foregoing DEFENDANT/
COUNTERCLAIMANT’S PRETRIAL DISCLOSURES in Qualcan, LLC v. Desert Aire
Wellness, LLC, Clark County District Court Case No. A-15-721086-C, to be served
electronically using the Odyssey File & Serve system to all parties with an email address on
record.

I hereby further certify that on the 22" day of March, 2019, pursuant to Nev. R.
Civ. P. 5(b)(2)(B), I mailed a true and correct copy of the foregoing DEFENDANT/
COUNTERCLAIMANT’S PRETRIAL DISCLOSURES by depositing the same in the

United States mail, first-class postage pre-paid, to the following:

Susan Lera

3321 Lacebark Pine
Las Vegas, NV 89129
Pro Se Defendant

/s/ Pharan Burchfield
An Employee of McLetchie Law
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8/20/2019 Nevada eSOS

ENTITY INFORMATION

ENTITY INFORMATION

Entity Name:

PINE MOUNTAIN HOLDINGS LLC
Entity Number:

E0579382017-5

Entity Type:

Domestic Limited-Liability Company (86)
Entity Status:

Active

Formation Date:

12/14/2017
NV Business ID:

NV20171801002

Termination Date:

Perpetual

Annual Report Due Date:
12/31/2019

Series LLC:

Restricted LLC:

REGISTERED AGENT INFORMATION

https://esos.nv.gov/EntitySearch/BusinessInformation

APP 0068
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8/20/2019 Nevada eSOS

Name of Individual or Legal Entity:

MARGARET MCLETCHIE
Status:

Active

CRA Agent Entity Type:

Registered Agent Type:

Non-Commercial Registered Agent

NV Business ID:

Office or Position:

Jurisdiction:

Street Address:

701 EAST BRIDGER AVENUE, SUITE 520, LAS VEGAS, NV, 89101, USA
Email Address:

Mailing Address:
701 EAST BRIDGER AVENUE, SUITE 520, LAS VEGAS, NV, 89101

Individual with Authority to Act:

Contact Phone Number:

Fictitious Website or Domain Name:

PRINCIPAL OFFICE ADDRESS

Address:

Mailing Address:

OFFICER INFORMATION

VIEW HISTORICAL DATA

https://esos.nv.gov/EntitySearch/BusinessInformation

APP 0069
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8/20/2019 Nevada eSOS

Last
Title Name Address Updated Status
Manager STACEY O 701 EAST BRIDGER AVENUE, SUITE 520, LAS VEGAS, NV, 12/31/2018 Active
HUFFMAN 89101, USA
Manager CURTIS 701 EAST BRIDGER AVENUE, SUITE 520, LAS VEGAS, NV, 12/31/2018 Active
HUFFMAN 89101 - 5300, USA
Page 1 of 1, records 1 to 2 of 2
Filing History Name History Mergers/Conversions

Return to Search Return to Results

APP 0070
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Sweepstakes parlor remains open in Long View

By Sharon McBrayer smcbrayer@hickoryrecord.com Jun 25,2013

Diane Barnes, manager of the Circle S Sweepstakes in Long View checks the history of a gaming machine.
ROBERT C. REED/RECORD

HICKORY NC — Driving along US 70 west, it’s an oddity nowadays and sticks out
among the vacant buildings in the surrounding area.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
The parking lot of Circle S sweepstakes café’s in Long View looks to be packed every
night. So why is Circle S still open while others remain closed?

It appears there is still confusion over the state law on video sweepstakes gaming, even
though the NC Supreme Court in December upheld the state’s law banning it.

Gaming software companies and sweepstakes café¢ owners changed the games after the
ruling to a type of game they believed would be compliant with state law. Operators say
a player doesn’t even have to play the game, they can choose to skip to the next reveal,
or winnings.

Because of what appears to be confusion over what’s legal and what is not, the town of
Long View is allowing Circle S to continue operating for now.

Long View Police Chief Rick Coffey said whether to enforce the law is being left up to
each jurisdiction until a Superior Court judge rules for or against the newest gaming
system.

“I’'m going to let them run,” Coffey said.

Long View Police Sgt. Justin Roberts said there is so much controversy and so many
loopholes surrounding the latest software changes officials are waiting for it to end up in
Superior Court and to get a ruling. He said the issue will have to go to a jury trial, and
that will set the stage about whether the gaming can keep going or whether the
businesses will have to shut down.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
When police and district attorneys in the state started enforcing the state ban again in
January, sweepstakes providers and parlor owners switched out the games and the
winnings are now revealed before a game is played. The idea seemed to be that if the
prize winnings were revealed first, the gaming would be legal. However, law
enforcement in the area and across the state have charged operators and seized
machines.

Curtis Huffman, who owns Circle S in Long View, was one of the people charged with
misdemeanors when his sweepstakes parlor on Spring Road in Hickory, Circle S Depot,
was closed down Jan. 18. Huffman and employees Judy Scronce Sigmon and Robert
Klingensmith were charged with operating an illegal sweepstakes business.

Sigmon was found not guilty after attorney Lisa Dubs argued Sigmon was not guilty
because the games the business was operating did not violate North Carolina law on
video sweepstakes gaming.

TOP ARTICLES  1/5

Sales and use tax workshop offered
READ MORE >

Huffman and Klingensmith are still waiting on their cases to be heard, Huffman said.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
He said after the state Supreme Court ruling, he closed his business down and switched
the games over to the pre-reveal system and then reopened. The gaming industry
believes the pre-reveal games are compliant with state law, he said.

Operators also may be waiting to see if state lawmakers do anything with a proposed
bill in the legislature that would make video sweepstakes legal and would tax them.
House Bill 547 was introduced in early April and was referred to the committee on
commerce and job development, and if favorable, it would move on to finance.
However, it was revealed at the time the bill’s two co-sponsors Reps. Jeff Collins, R-
Nash, and Michael Wray, D-Northampton, accepted cash from a sweepstakes operator
facing racketeering charges in Florida.

The town of Long View, like many municipalities in the area, charge video sweepstakes
cafes a business license fee.

David Epley, administrator for the town of Long View, said the town currently charges a
$1,000 license fee but that may go up in the coming year. Epley said the 2013-14
proposed budget includes a $1,000 license fee and $2,500 per machine for the upcoming
year. The board of aldermen will meet on the proposed budget Friday.

A sweepstakes company, Clark Consulting Group, filed lawsuits earlier this month
against some towns and cities in the area, demanding a jury trial and the money back
they paid for business license fees. They also want their attorneys’ fees paid.
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8/20/2019 Sweepstakes parlor remains open in Long View | News | hickoryrecord.com
The local areas being sued are Hickory, Newton, Conover and Lenoir. Conover doesn’t
currently have any sweepstakes cafes and Newton only has one, according to respective
officials.

Hickory Police Maj. Clyde Deal said he’s not sure if any sweepstakes cafes have opened
back up in Hickory.

Huffman is hoping something will be resolved with the gaming and laws governing the
industry in the next couple of months.

“It’s just kind of a waiting game,” Huffman said.
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Delaware.gov

Department of State: Division of Corporations

Division of Corporations - Filing

Governor | General Assembly | Courts | Elected Officials | State Agencies

Allowable Characters
N

HOME

About Agency
Secretary's Letter
Newsroom
Frequent Questions
Related Links
Contact Us

Office Location

SERVICES

Pay Taxes

File UCC's

Delaware Laws Online
Name Reservation

Entity Search

Status

Validate Certificate
Customer Service Survey

INFORMATION
Corporate Forms
Corporate Fees

UCC Forms and Fees
Taxes

Entity Details

THIS IS NOT A STATEMENT OF GOOD STANDING

Incorporation Date / 9/12/2017

File Number, 6540207 Formation Date:  (mm/dd/yyyy)
Entity Name: VERANO HOLDINGS, LLC
Limited
Entity Kind: Liability Entity Type: General
Company
Residency: Domestic State: DELAWARE

REGISTERED AGENT INFORMATION

Expedited Services Name: CORPORATION SERVICE COMPANY

Service of Process

Registered Agents Address: 251 LITTLE FALLS DRIVE

GetCorporate Status

Submitting a Request City: WILMINGTON County: New Castle

How to Form a New Business Entity

Certifications, Apostilles & Authentication of Documents State: DE Postal Code: 19808
Phone: 302-636-5401

Additional Information is available for a fee. You can retrieve Status for a fee of $10.00 or
more detailed information including current franchise tax assessment, current filing history
and more for a fee of $20.00.

Would you like Status Status, Tax & History Information

Submit

View Search Results New Entity Search

For help on a particular field click on the Field Tag to take you to the help area.

site map | privacy about this site | contactus | translate | delaware.gov
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Electronically Filed
1/18/2019 5:41 PM
Steven D. Grierson

1 COMP CLERK OF THE COURT

Jared Kahn, Esq.

2 |l Nevada Bar # 12603

JK Legal & Consulting, LLC
9205 West Russell Rd., Suite 240
4 || Las Vegas, NV 89148

P: (702) 708-2958

5 || F:(866) 870-6758
ikahn@jk-legalconsulting.com

Attorneys for Plaintiffs

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

CASE NO: A-19-787873-C
DEPT NO.: Dpepartment 8

O 0 3

NATUREX, LLC, a Nevada limited

10 liability company; and, BB MARKETING,

11 LLC, a Nevada limited liability company,

COMPLAINT FOR:

1. USURPATION OF CORPORATE
OPPORTUNITY

2. BREACH OF FIDUCIARY DUTY

3. FRAUD

4. BREACH OF DUTY OF
LOYALTY

5. MISAPPROPRIATION OF TRADE
SECRETS

6. BREACH OF THE IMPLIED

12
Plaintiffs,
13
14

VS.

15

)
)
)
)
)
)
)
)
)
)
)
16 || VERANO HOLDINGS, LLC, an Illinois )
limited  liability = company; LONE )
17 [ MOUNTAIN PARTNERS, LLC, a Nevada ) COVENANT OF GOOD FAITH
limited liability company; NEVADA ) AND FAIR DEALING
I8 ' NATURAL TREATMENT SOLUTIONS, ) 7. IMPOSITION OF
19 || LLC, a Nevada limited liability company; ) CONSTRUCTIVE TRUST
SCYTHIAN BIOSCIENCES CORP., a ) 8. TORTIOUS INTERFERENCE
20 || Canadian corporation; GEORGE ) WITH BUSINESS RELATIONS
ARCHOS, an individual; SAM DORF, an ) 9. CIVIL CONSPIRACY
21 || individual; CARL ROSEN, an individual; ) 10. MISAPROPRIATION OF
)
)
)
)
)
)
)
)
)
)

JULIE NAGLE, an individual, DOES I-X; CORPORATE ASSETS
22 and ROE COMPANIES I-X; (EMBEZZLEMENT)
23 11. DECLARATORY RELIEF
24 Arbitration Exemption Claims:
Defendants. = [nvolves Declaratory Relief
25 = [nvolves Equitable or
%6 Extraordinary Relief
» Involves Claims in Excess of
27 350,000
28
JK LEGAL &
CONSULTING, LLC
s Vegas, Nevads 89145 1 0f32
(702) 702-2958 APP 01 34

MMLFO00736
Case Number: A-19-787873-C ‘
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1 Plaintiffs NATUREX, LLC, and BB MARKETING, LLC, by and through their

2 || Counsel, Jared B. Kahn, Esq., of JK Legal & Consulting, LLC, hereby complains and alleges

3 against Defendants VERANO HOLDINGS, LLC, LONE MOUNTAIN PARTNERS, LLC,
4

NEVADA NATURAL TREATMENT SOLUTIONS, LLC, SCYTHIAN BIOSCIENCES
5
6 CORP., GEORGE ARCHOS, SAM DORF, CARL ROSEN, and JULIE NAGLE, the
7 following:

I. THE PARTIES, JURISDICTION AND VENUE

1. At all material times herein, Plaintiff Naturex, LLC (“Naturex”) was a limited

10 liability company operating pursuant to the laws of the State of Nevada.

i 2. At all material times herein, Plaintiff BB Marketing, LLC (“BBM”) was a
2 limited liability company operating pursuant to the laws of the State of Nevada.
12 3. Naturex and BBM are collectively referred herein as “Plaintiffs”.
15 4. At all material times herein, Defendant VERANO HOLDINGS, LLC (“Verano”)

16 || was a limited liability company operating pursuant to the laws of the State of Illinois. On

17 || information and belief, Defendant Verano owns or maintains an interest and controls the

I8 1 business operations of Defendant Lone Mountain, Defendant Nevada Natural Treatment
19 Solutions, LLC and Naturex. On Verano’s website, it represents it owns the Nevada dispensary
2(1) “Zen Leaf”, which the dispensary is actually owned by Naturex. Verano further represents it
2 || OWns 2 marijuana cultivation facility in Nevada, which on information and belief, is actually

23 || owned by Defendant Lone Mountain Partners, LLC.
24 5. At all material times herein, Defendant LONE MOUNTAIN PARTNERS, LLC

25 || (“Lone Mountain™) was a limited liability company operating pursuant to the laws of the State

26 of Nevada.
27
6. At all material times herein, Defendant NEVADA NATURAL TREATMENT

28
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1 | SOLUTIONS, LLC (“NNTS”) was a limited liability company operating pursuant to the laws of

2 |l the State of Nevada.

3 7. At all material times herein, Defendant SCYTHIAN BIOSCIENCES CORP
4 (“SCYTHIAN”) was a Canadian corporation, and on information and belief, maintained
Z ownership and a controlling interest in Verano, and will financially benefit from the
7 wrongdoings alleged herein.

8. At all material times herein, Defendant GEORGE ARCHOS (“ARCHOS”) was
an individual residing in the State of Illinois and routinely and continuously maintained

10 ownership and operated companies doing business in the State of Nevada, particularly

H Defendants Lone Mountain, Verano and NNTS.
12
9. At all material times herein, Defendant SAM DORF (“DORF”) was an
13
14 individual residing in the State of Illinois and routinely and continuously maintained ownership

15 and operated companies doing business in the State of Nevada, particularly Defendants Lone

16 || Mountain, Verano and NNTS.

17 10. At all material times herein, Defendant CARL ROSEN (“ROSEN”) was, on
I8 1 information and belief, an individual residing in the State of New York and routinely and
19 continuously maintained ownership and operated companies doing business in the State of
2(1) Nevada, particularly Defendants Lone Mountain, Verano and NNTS.

” 11. At all material times herein, Defendant JULIE NAGLE (“NAGLE”) was, on

23 || information and belief, an individual residing in the State of Illinois and routinely and
24 || continuously maintained ownership and operated companies doing business in the State of

25 || Nevada, particularly Defendants Lone Mountain, Verano and NNTS.

26 12. Lone Mountain, Verano, NNTS, Scythian, Archos, Dorf, Rosen and Nagle are
27
referred collectively herein as “Defendants”.

28
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1 13. The true names and capacities, whether individual, corporate, association or

2 || otherwise of the Defendants DOES I through X and/or ROE COMPANIES I through X,

3 inclusive, are unknown to Plaintiffs, who therefore sue said Defendants by such fictitious
4 names. Plaintiffs are informed and believe, and thereupon allege, that each of the Defendants
Z designated herein as DOES and/or ROE COMPANIES are responsible in the same manner for
7 the events and happenings herein referred to, and in some manner, caused the injuries and

damages to Plaintiffs alleged herein. Plaintiffs will seek leave of the Court to amend this
Complaint to insert the true names and capacities of said Defendants DOES I through X and/or

10 | ROE COMPANIES I through X, inclusive when the same have been ascertained by Plaintiffs,

i together with the appropriate charging allegations, and to join such Defendants in this action.
12
14. All of the acts alleged herein took place in the County of Clark, State of Nevada,
13
14 where Naturex, BBM, Verano, Lone Mountain, NNTS and the individual Defendants subject of

15 this action conducted their business affairs and caused the harm alleged herein.

16 II. PERTINENT FACTS AND ALLEGATIONS

17 a. The Department of Taxation Retail Dispensary Licensing Applications

18 15.  The Department of Taxation, pursuant to Nevada State Legislature Assembly
19 Bill 422, transferred responsibility for the registration, licensing and regulation of marijuana
2(1) establishments form the State of Nevada’s Division of Public and Behavioral Health to the
” Department of Taxation (the “Department”).

23 16. Pursuant to Section 80(3) of Adopted Regulation of the Department of Taxation,

24 || LCB File No. R092-17, the Department being responsible for allocation the licenses of retail

25 || marijuana dispensaries, issued a public notice for an application period wherein the Department

26 sought applications from qualified applicants to award sixty-four (64) retail marijuana
27
dispensary licenses throughout various jurisdictions in Nevada (the “Applications”).

28
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1 17. The application period for those retail dispensary licenses was only available to

2 || existing State of Nevada licensed marijuana entities, which opened on September 7, 2018 and

3 closed on September 20, 2018 (the “Application Period™).
4 18. Despite repeated assurances relied upon by Defendants that Plaintiffs would
Z submit an application on behalf of Naturex during the Application Period, as further detailed
7 below, Defendants instead through a concerted effort nefariously conspired for Naturex to not
submit an application, and instead, Defendants submitted an application on behalf of
Defendants’ other licensed cultivation entity Lone Mountain.
10 19. On December 5, 2018, the Department issued conditional licenses to those
i applicants who scored and ranked high enough in each jurisdiction. On information and belief,
i Defendant Lone Mountain was awarded eleven (11) retail dispensary licenses (the “Licenses”).
14 b. The Naturex Ownership and Partnership Between Plaintiffs and Defendants
15 20. Naturex owns and operates a lawfully licensed medical and retail marijuana

16 || dispensary doing business as “Zen Leaf” in Clark County, Nevada.

17 21.  Prior to April 2016, Naturex was owned by BBM (or its member entities),
I8 I Kessler and Wyloge.

19 22. In or around April 2016, pursuant to a Membership Interest Purchase Agreement
2(1) and for valuable consideration, Defendant NNTS purchased fifty percent (50.0%) of the
” membership interest in Naturex. Plaintiff BBM and another member comprised of the

73 || remaining fifty (50.0%) membership interest of Naturex.
24 23.  Subsequent to the acquisition by NNTS of the membership interest in Naturex,

25 || the Parties acted accordingly and operated the Zen Leaf dispensary collaboratively, particularly,

26 BBM and NNTS each acted as Managers of the entity dividing up operational and managerial
27
duties, acted in concert for the benefit of the entity Naturex, and regularly and routinely
28
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1 || communicated and agreed upon the decisions in the best interest of Naturex — until the

2 | Application Period.

3 24, Until the Application Period, the Managers of Naturex, BBM and NNTS
4 (controlled by Verano), would operate and make business operation decisions together for the
Z benefit of Naturex and its members.

7 25. The Membership Interest Purchase Agreement provided for a supply and

inventory provision such that the dispensary would be required to purchase inventory, as
applicable, from both the BBM affiliated cultivation facility and from the Defendant’s affiliated

10 1l cultivation facility (the “Inventory Purchase Agreement”).

1 c. Defendants’ Bad Faith and Fraudulent Conduct in Pursuit of the Licenses
12
26.  During the summer of 2018, it was decided between the Managers of Naturex
13
14 that Defendants would take the lead on and control the Applications to be submitted on behalf

15 of Naturex.
16 27. Defendants hired their own “licensing consultants” known as Sara and Troy, who

17 || would be tasked with preparing, compiling and submitting the Naturex Applications.

18 28. On July 31, 2018, Defendants contacted Erin Buckner, who is a licensing and
19 compliance consultant for Plaintiffs, for the purpose of Ms. Buckner providing assistance for
2(1) compiling the BBM ownership documents necessary for the Applications. The information
” requested would include personal and financial information of the owners of BBM, for purposes

23 || of submitting such information for the Naturex Applications.
24 29.  In August 2018, Defendants again contacted Ms. Buckner to seek her assistance

25 || in obtaining similar personal and financial documents from the remaining owners of Naturex for

26 Defendants to submit the Naturex Applications.
27
30. On September 5, 2018, Defendant Dorf contacted Ms. Buckner and requests she

28
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>

1 || start “feeding us the info for the app” and seeking additional inquiries of associations and

2 | donations the members of Naturex made.

3 31. On September 7, 2018, Defendant Dorf contacted Ms. Buckner to “run through
4 everything” with Defendants’ application team. Ms. Buckner advised the application team on
Z various matters regarding portions for completing the Applications. Ms. Buckner then created a
7 Dropbox folder to share with the Defendants and their application team. Defendants then

tasked Ms. Buckner with completing all parts of the “unidentified portion” of the Applications.
32. On September 10, 2018, Defendants reveal there are certain ownership issues

10 I with Defendants’ ownership structure and membership interests in Naturex, such that certain

1. ...

individuals are not supposed to be owners of Defendants any longer, however, Defendants had
12

not yet taken the appropriate steps to inform the State of Nevada and process a Change of
13
14 Ownership. Defendant Dorf informs Ms. Buckner he desires to immediately file a Change of

15 Ownership to adjust the ownership interests of the Defendants so it will be pending before the
16 || State of Nevada during the review of the Applications. Ms. Buckner is then asked to prepare

17 || personal biographies and resumes for the owners of BBM and Naturex — besides Defendants -

I8 1l which Ms. Buckner completes and delivers to Defendants by September 11, 2018. Ms. Buckner
19 also prepares and delivers the Organizational Chart for Plaintiffs necessary for the Applications.
2(1) 33. On September 11, 2018, counsel for Plaintiffs informs Defendants their
” ownership predicament cannot be avoided and all current-owners known to and licensed by the

23 || State of Nevada listed for Naturex for Defendants’ ownership structure must be submitted for

24 || the Naturex Applications.

25 34, On September 12, 2018, Defendant Dorf again contacts Ms. Buckner for
26 assistance preparing Defendants Dorf and Archos’ fingerprint cards, which Ms. Buckner
27
completes such task.

28
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1 35. On September 14, 2018, Defendant Dorf contacts Ms. Buckner for assistance to

2 | completing proposed “Board Member” information for the Naturex Applications.

3 36. On September 18, 2018, after Defendants repeatedly failed to respond to Ms.
4 Buckner’s repeated email communications seeking information regarding the Defendants to
Z complete the “unidentified portion” of the Naturex Applications, Ms. Buckner delivers a full
7 table of contents for the “unidentified portion” to Defendants with indications of missing

information she required from Defendants. Defendants did not respond.
37. On September 19, 2018, Defendants contacted the principal of BBM to request

10 1l the principal owner obtain his stepfather’s tax returns and approval to include him on the

11 L . . .

application as a Board Member of the entity because of his notable financial successes for
12

purposes of improving the Naturex Applications’ financials in order to receive a better score
13
14 and ranking for the application review. The principal of BBM was unable to acquire his

15 stepfather’s financials for purposes of the Naturex Application nor did the principal of BBM
16 || offer such assistance. At the time BBM received the request the day prior to the expiration of

17 || the Application Period, Plaintiffs were still of the belief and understanding the Defendants were

18 submitting the Naturex Applications on behalf of Naturex. The Defendants communications the
19 day prior to the expiration of the Application Period never revealed an intent Defendants would
2(1) not be submitting the Naturex Applications, but in fact, such communications requesting the
” aforementioned financials indicated to Plaintiffs the Naturex Applications were still be prepared

23 || by Defendants for purpose of submitting Naturex Applications.
24 38. On the morning of September 20, 2018, the last day for submitting the

25 || Applications during the Application Period, Defendants informed Plaintiffs the Defendants

26 would not be submitting the Applications. Defendants claimed the Applications would be
27
incomplete without locations specified in the Application materials — albeit an incorrect analysis

28
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1 || and unsubstantiated excuse proffered by Defendants, to which Plaintiffs reasonably relied on

2 | such misrepresentation at the time.

39. Defendants receive prior advice from Defendants’ personal counsel and
4 corporate counsel for the Plaintiffs informing Defendants that actual locations and land use
Z approvals were not required for the Applications, yet, despite the repeated advice, Defendants’
7 claimed the lack of sufficient locations to identify in the Applications rendered the submittal of

the Applications pointless.
40. Despite the extensive efforts by the Plaintiffs and compliance with all requested

10 |l jtems to be completed for the Naturex Applications, and despite the fact locations would not be

i required for the Applications, Defendants purposefully, with an intent to cause financial harm
12

and to eliminate Plaintiffs from applying for the Applications, instead applied for the
13
14 Applications through their cultivation facility Lone Mountain with the express and deliberate

15 || intent to cut out Plaintiffs from the Licenses.
16 41.  Defendants had made repeated representations — in hindsight misrepresentations

17 || - to Plaintiffs that Defendants would submit the Applications on behalf of Naturex.

18 42.  Plaintiffs relied upon the Defendants representations by extensively providing
19 the necessary materials required for the Applications to be submitted on behalf of Naturex, and,
2(1) relied upon Defendants to submit the Naturex Applications rather than Plaintiffs completing the
” Naturex Applications and submitting themselves.

23 43. As a result of the detrimental reliance upon the Defendants intentional

24 || misrepresentations fraudulently inducing Plaintiffs not to submit the Naturex Applications,

25 || Plaintiffs did not submit any Applications during the Application Period.

26 44.  Instead of submitting the Naturex Applications, Defendants intentionally
27
concealed the fact Defendants instead submitted the Applications on behalf of Lone Mountain
28
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1 || without including Plaintiffs, yet, on information and belief, the Lone Mountain Application

2 || would reference the “Zen Leaf” dispensary actually owned by Naturex.

3 45. Until late-November 2018, Defendants repeatedly communicated to Plaintiffs
4 that Applications were not submitted, and it was not until late-November 2018 that an employee
Z of Defendants informed a co-owner of BBM that Defendants did indeed submit Applications.
7 Upon Plaintiffs confronting Defendants with such information, Defendants acknowledged it
submitted Applications on behalf of their cultivation entity Lone Mountain and purposefully did
not include Plaintiffs.
10 46.  Upon discovery of Defendants’ award of the Licenses, Plaintiffs repeatedly
i confronted Defendants whether they intended to include Plaintiffs in the newly awarded
i dispensary licenses, to which Defendants refuse.
14 47.  Defendants’ Licenses are premised on the fact they will use the “Zen Leaf” brand

15 for the dispensaries, which is in fact a fictitious firm name belonging to Plaintiff Naturex. On
16 || information and belief, Defendants’ misappropriated the fictitious firm name “Zen Leaf” for

17 || Defendant Lone Mountain’s Application.

18 48. On further information and belief, in furtherance of Defendants’ Lone Mountain
19 Application submittal, Defendants’ misappropriated, without permission, Plaintiffs’ trade
2(1) secrets and proprietary information belonging to Plaintiff Naturex, such as Plaintiffs’ Standard
” Operating Procedures (“SOPs”), financials, business plans, business designs, business models,

23 || and other personal and confidential financial information belonging to Plaintiff Naturex (the

24 || “Naturex Proprietary Information”).

25 49. As a result of Defendants’ repeated assertions and conduct, Plaintiffs relied upon
26 such representations and did not submit any Applications for Naturex. Naturex is now not
27 - . i : : :
eligible to obtain additional recreational dispensary licenses.

28
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1 50. On information and belief, subsequent to the Defendants’ receipt of the Licenses,

2 | Defendants have utilized, at Naturex’ cost but without Plaintiffs’ approval, certain Naturex

3 employees to perform services for the benefit of Defendants for the Licenses and for
4 Defendants’ other businesses, evidencing Defendants’ intent to utilize corporate assets for
Z Defendants’ own use in furtherance of the usurped corporate opportunity.

7 51. Defendants have asserted the value of just the existing Naturex “Zen Leaf”

dispensary at Fifteen Million Dollars ($15,000,000.00). Defendants were awarded, on
information and belief, ten (10) new recreational dispensaries, gaining an estimated One

10 || Hundred Fifty Million Dollars ($150,000,000.00) in equity.

i 52. As a result of Defendant’s conduct, Plaintiff will suffer damages by losing 50.0%
2 of the $150,000,000.00 in equity, therefore, the damages are in excess of Seventy-Five Million
Z Dollars ($75,000,000.00).

15 53. As a result of Defendants’ conduct, Plaintiffs are entitled to fifty percent (50.0%)

16 || of the value of the equity obtained by the awarded Licenses, or otherwise, Plaintiffs are entitled

17 || to their respective fifty percent (50.0%) ownership interest in the newly awarded Licenses.

18 54.  Pursuant to the Inventory Purchase Agreement, the Zen Leaf dispensary and the
19 dispensaries for the Licenses — had they been submitted as part of the Natuerx Application -
2(1) would ordinarily have been obligated to purchase inventory from BBM’s affiliated cultivation
” entity, however, due to Defendants’ usurpation and fraudulent conduct to attempt to evade its

23 || obligations due to Plaintiffs, BBM will suffer damages by not having an Inventory Purchase
24 || Agreement with the Licenses despite that the dispensary licenses should have been awarded to

25 || Naturex. As a result, BBM will suffer damages in excess of Fifty Million Dollars
26

($50,000,000.00).
27 : : : : :
55. On information and belief, Defendants are attempting to selling one or more of

28
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1 || the Licenses to third-party purchasers with the intent to exclude Plaintiffs from the proceeds of

2 || any such sale.

FIRST CLAIM FOR RELIEF
‘ USURPATION OF CORPORATE OPPORTUNITY
Z (All Defendants)
7 56.  Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

55, inclusive.
57. As directors and/or officers of Naturex, including comprising of the purported

10 || Board for Naturex as Defendants would propose each of the Defendants would be Board

i members on the Naturex Applications, each of the Defendants owe fiduciary duties of care,
12

loyalty and good faith to Naturex’s members, including Plaintiffs. Defendants’ fiduciary duties
13
14 include obligations to exercise good business judgment, to act prudently in the operation of

15 Naturex’s business, to discharge their actions in good faith, to act in the best interests of

16 || Naturex and its members, and to put the interests of Naturex before their own.

17 58.  Defendants breached their fiduciary duty owed to Naturex and its members, by
18 among other things, appropriating for their own use, the opportunity to apply for the
19 Applications, which was an opportunity that should belong to Naturex.

2(1) 59. The newly awarded Licenses will be directly competing businesses because the
” Licenses will be utilized to open additional recreational marijuana dispensaries in direct

23 || competition of Naturex and operated to the detriment of Plaintiffs.
24 60.  Defendants maintain an interest and expectancy in the Licenses and the

25 || competing businesses’ opportunity opened thereto with the Licenses because Defendants

26 explicitly applied under Defendant Lone Mountain, which is owned and operated by the
27
Defendants.

28
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1 61. Defendants repeated conduct of informing Plaintiffs the Applications would be

2 || submitted on behalf of Naturex, obtaining all of the Naturex Proprietary Information, and then

3 utilizing the Naturex tradename Zen Leaf, was a direct exploit of the opportunity available to
4 Naturex, which Naturex relied upon the representations by Defendants the Application would
Z be submitted on behalf of Naturex. Defendants then intentionally and maliciously usurped the
7 opportunity available and belonging to Naturex and instead utilized the Naturex materials for its
own entity Defendant Lone Mountain to apply without including Plaintiffs and without
informing Plaintiffs of Defendants intended course of action.
10 62. The opportunity to apply for the Licenses belonged to Naturex, the Plaintiffs
i maintained an expectancy interest in the opportunity to apply for the Licenses, and the equitable
i interest and expectancy grew out of a pre-existing right of Naturex, therefore, Defendants — as
14 fiduciaries to Plaintiffs — could not keep the opportunity for themselves.
15 63. The proposed activity to apply for the Licenses was developed through Naturex’

16 || assets and it is reasonably incident to the Naturex business, therefore, a protected opportunity
17 || the Defendants usurped for their own personal benefit for the purposeful exclusion of the

18 I plaintiffs.

19
64.  As a direct result of Defendant’s actions to usurp the opportunity belonging to

20
Naturex and instead utilizing the Naturex materials for Defendants to apply for and obtain the

21
” Licenses directly caused the Plaintiffs’ damages because Plaintiffs were unable to apply for the

23 || Licenses after detrimentally relying on Defendant’s representations the Application would be
24 || submitted on behalf of Naturex, when in fact, Defendants did not intend to do so. Instead, it

25 || was not until the day of the expiration of the Application Period the Defendants informed

26 Plaintiffs the Application would not be submitted, therefore, making it impossible for Plaintiffs
27
to submit their own Application after detrimentally relying upon Defendants’ course of conduct

28
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1 || and representations the Defendants would prepare and submit the Application for Plaintiffs.

2 65.  As adirect result, Plaintiffs were unable to apply for and obtain the Licenses.
3 66. As a result of the usurpation of the corporate opportunity by Defendants,
N Plaintiffs suffered damages in an amount in excess of $10,000.00.
Z 67.  Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
7 Licenses, or, entitled to their fifty percent ownership in the Licenses. Plaintiffs are further
entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the
profits, which exceed $75,000,000.00 based upon the Defendants’ valuation of the Licenses.
10 68. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
i Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,
i which exceeds $50,000,000.00 based on the projected sales to the Licenses.
14 69.  Plaintiffs are therefore entitled to the proceeds from the sale of any of the

15 Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive
16 || relief to prevent the disposal of any such License assets prior to the final adjudication of the

17 || Plaintiffs claims.

18 70.  As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
19 costs and are entitled to reimbursement pursuant to NRS 18 et seq.

2(1) SECOND CLAIM FOR RELIEF

) BREACH OF FIDUCIARY DUTY

23 (All Defendants)

24 71.  Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

25 || 70, inclusive.

26 72.  As directors and/or officers of Naturex, including comprising of the purported

27 || Board for Naturex as Defendants would propose each of the Defendants would be Board

28 || members on the Naturex Applications, each of the Defendants owe fiduciary duties of care,
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1 || loyalty and good faith to Naturex’s members, including Plaintiffs. Defendants’ fiduciary duties

2 | include obligations to exercise good business judgment, to act prudently in the operation of

3 Naturex’s business, to discharge their actions in good faith, to act in the best interests of
4 Naturex and its members, and to put the interests of Naturex before their own.

Z 73.  The fiduciary duty existing between Plaintiffs and Defendants requires
7 Defendants to act with a duty for or give advice for the benefit of Plaintiffs upon the matters

within the scope of their business relationship.
74. Defendants breached their fiduciary duty owed to Naturex and its members, by

10 among other things, appropriating for their own use, the opportunity to apply for the

i Applications, which was an opportunity that should belong to Naturex. Defendants failed to use
i due care or diligence, failed to act with the utmost faith, exercise ordinary skill, and act with
14 reasonable intelligence in exercising their fiduciary duty to Plaintiffs.

15 75.  Defendants breached their fiduciary duties of loyalty and good faith by, among

16 || other things, intentionally appropriating for their own use the Naturex Proprietary Information,

17 || by failing to submit the Naturex Applications, by failing to afford the opportunity in the

18 Applications and Licenses to Plaintiffs, and by purposefully misrepresenting to Plaintiffs’
19 detriment the Naturex Application would be prepared and submitted, when in fact, Defendants
2(1) instead intended and did submit the Lone Mountain Application to Naturex’s detriment.

” 76.  Plaintiffs have been damaged by the Defendants’ breach of their fiduciary duties.
23 77. As a direct result, Plaintiffs were unable to apply for and obtain the Licenses.

24 78.  As a result of the Defendants breach of their fiduciary duties, Plaintiffs suffered

25 || damages in an amount in excess of $10,000.00.

26 79. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
27
Licenses, or, entitled to their fifty percent ownership in the Licenses. Plaintiffs are further
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1 || entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the

2 profits, which exceed $75,000,000.00 based upon the Defendants’ valuation of the Licenses..

3 80. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the

4
Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,

5

6 which exceeds $50,000,000.00 based on the projected sales to the Licenses.

7 81. Plaintiffs are therefore entitled to the proceeds from the sale of any of the
Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive
relief to prevent the disposal of any such License assets prior to the final adjudication of the

10 |l Plaintiffs claims.

i 82. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and

12

costs and are entitled to reimbursement pursuant to NRS 18 et seq.

13

" THIRD CLAIM FOR RELIEF

15 FRAUD

16 (All Defendants)

17 83.  Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

18 82, inclusive.

19 . . . -
84. Defendants made false representations or misrepresentations to Plaintiffs when

20

Defendants indicated the Applications would be prepared and submitted on behalf of Naturex.

21

” 85.  Defendants knew during the Application Period the Defendants’ representations

23 || were false and the Naturex Application would not be submitted.

24 86. Defendants intended to induce Plaintiffs to act in reliance on the representations

25 || the Applications would be submitted so the Plaintiffs could not submit the Application on

26 behalf of Naturex.

27 e : . .
87. Plaintiffs justifiably relied upon the Defendants’ representations by completing

28
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1 || the requested sections of the Naturex Application and relying upon Defendants, through their

2 || repeated promises and representations Defendants would handle the preparation and submittal

3 of the Application using Defendants’ ‘application team’.
4 88.  Plaintiffs justifiable reliance on the Defendants’ representations led to Plaintiffs
Z inability to submit the Application themselves since Defendants only informed Plaintiffs on the
7 last day of the Application Period the Application for Naturex would not be submitted.
Defendants did not inform Plaintiffs that Defendants would instead submit an Application for
Defendants’ own entity Lone Mountain.
10 89. The failure to submit the Application on behalf of Naturex, which Plaintiffs were
i relying upon Defendants to submit, led to financial damages because Naturex was unable to
i apply for the limited available dispensary licenses. Instead, Defendants were awarded the
14 Licenses, with, on information and belief, Naturex Proprietary Information and trade name “Zen

15 Leaf” utilized for the Lone Mountain Application.

16 90.  Plaintiffs have been damaged by the Defendants’ fraudulent conduct.

17 91.  As a direct result, Plaintiffs were unable to apply for and obtain the Licenses.

18 92.  As aresult of the Defendants fraudulent conduct, Plaintiffs suffered damages in
19 an amount in excess of $10,000.00.

2(1) 93. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
” Licenses, or, entitled to their fifty percent ownership in the Licenses. Plaintiffs are further

23 | entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the

24 || profits, which exceed $75,000,000.00 based upon the Defendants’ valuation of the Licenses.

25 94, Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
26 Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,
27
which exceeds $50,000,000.00 based on the projected sales to the Licenses.

28
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1 95. Plaintiffs are therefore entitled to the proceeds from the sale of any of the

2 || Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive

3 relief to prevent the disposal of any such License assets prior to the final adjudication of the
4
Plaintiffs claims.
5
6 96.  As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
7 costs and are entitled to reimbursement pursuant to NRS 18 et segq.
FOURTH CLAIM FOR RELIEF
BREACH OF DUTY OF LOYALTY
10 (All Defendants)
i 97. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through
12
96, inclusive.
13
14 98.  As directors and/or officers of Naturex, including comprising of the purported

15 Board for Naturex as Defendants would propose each of the Defendants would be Board
16 || members on the Naturex Applications, each of the Defendants owe fiduciary duties of care,

17 || loyalty and good faith to Naturex’s members, including Plaintiffs. Defendants’ fiduciary duties

I8 1 include obligations to exercise good business judgment, to act prudently in the operation of
19 Naturex’s business, to discharge their actions in good faith, to act in the best interests of
2(1) Naturex and its members, and to put the interests of Naturex before their own.

” 99.  The fiduciary duty existing between Plaintiffs and Defendants requires

23 || Defendants to maintain, in good faith, Naturex’s and its members’ best interests over anyone

24 || else’s interests.

25 100. Defendants breached their fiduciary duty owed to Naturex and its members, by
26 among other things, appropriating for their own use, the opportunity to apply for the
27
Applications, which was an opportunity that should belong to Naturex. Defendants failed to use

28
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1 || due care or diligence, failed to act with the utmost faith, exercise ordinary skill, and act with

2 | reasonable intelligence in exercising their fiduciary duty to Plaintiffs.

3 101. Defendants breached their fiduciary duties of loyalty and good faith by, among
4 other things, intentionally appropriating for their own use the Naturex Proprietary Information,
Z by failing to submit the Naturex Applications, by failing to afford the opportunity in the
7 Applications and Licenses to Plaintiffs, and by purposefully misrepresenting to Plaintiffs’
detriment the Naturex Application would be prepared and submitted, when in fact, Defendants
instead intended and did submit the Lone Mountain Application to Naturex’s detriment.
10 102.  Plaintiffs have been damaged by the Defendants’ breach of their fiduciary duties.
i 103.  As a direct result, Plaintiffs were unable to apply for and obtain the Licenses.
i 104.  As a result of the Defendants breach of their fiduciary duties, Plaintiffs suffered
14 damages in an amount in excess of $10,000.00.
15 105.  Plaintiffs are therefore entitled to their fifty percent profits to be earned from the

16 || Licenses, or, entitled to their fifty percent ownership in the Licenses. Plaintiffs are further

17 || entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the

18 profits, which exceed $75,000,000.00 based upon the Defendants’ valuation of the Licenses.

19 106. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
2(1) Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,
” which exceeds $50,000,000.00 based on the projected sales to the Licenses.

23 107. Plaintiffs are therefore entitled to the proceeds from the sale of any of the

24 || Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive

25 | relief to prevent the disposal of any such License assets prior to the final adjudication of the

26 Plaintiffs claims.
27 ) epn
108. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and

28
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1 || costs and are entitled to reimbursement pursuant to NRS 18 ef segq.

2 FIFTH CLAIM FOR RELIEF

3 MISAPPROPRIATION OF TRADE SECRETS

4 (Violation of Nevada Trade Secrets Act NRS 600A ef seq.)

Z (All Defendants)

7 109. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

108, inclusive.
110. Naturex possess a viable trade secret as part of its business, including but not

10 | Jimited to market research, customer lists, customer and product pricing information, formulas,

11 - . .

patterns, compilations, programs, devices, methods, techniques, products, systems, processes,
12

designs, prototypes, procedures and computer programming instructions, including the Naturex
13
14 Proprietary Information, which are extremely confidential and derive independent economic

15 value from not being generally known to, and not being readily ascertainable by proper means
16 || by the public or any other persons who can obtain commercial or economic value from their

17 || disclosure or use.

18 111. Naturex took adequate measures and maintained the foregoing information and
19 technology as trade secrets, which secrecy was guarded and not readily available to others.

2(1) 112.  On information and belief, Defendants intentionally, and with reason to believe
” that its actions would cause injury to Plaintiffs, misappropriated and exploited the trade secret

23 || information through use and disclosure of the trade secret for Defendants’ own use and personal

24 || gain when it utilized the Naturex Proprietary Information for the Lone Mountain Application.

25 113.  The misappropriation is wrongful because it was made in breach of an expressed
26 or implied contract that the information would only be used for the Naturex Application, and,
27
by Defendants’ who maintained a fiduciary duty not to disclose the trade secret.

28
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1 114. On information and belief, Defendants misappropriated the trade secret

2 || information with willful, wanton, or reckless disregard of Plaintiffs’ rights for Defendants’ Lone

3 Mountain Application instead of utilizing the information for the Naturex Application that was
4 .

never submitted.
5
6 115. Plaintiffs have been damaged by the Defendants’ misappropriate of trade secrets
7 because Defendants would not have been successful in obtaining the Licenses without the trade

secrets, which the Licenses will not be directly competing with Naturex.
116. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the

10 Licenses, or, entitled to their fifty percent ownership in the Licenses, which exceed

1 $75,000,000.00 based upon the Defendants’ valuation of the Licenses. Plaintiffs are further
i entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the
14 profits for the effectuation of justice.

15 117. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the

16 || Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,

17 || which exceeds $50,000,000.00 based on the projected sales to the Licenses.

18 118. Plaintiffs are therefore entitled to the proceeds from the sale of any of the
19

Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive
20

relief to prevent the disposal of any such License assets prior to the final adjudication of the
21
” Plaintiffs claims.
23 119. As a direct result of the Defendants misappropriation, Plaintiffs suffered

24 || damages in an amount in excess of $10,000.00.

25 120. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
26 costs and are entitled to reimbursement pursuant to NRS 600A.060.
27
/1
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1 SIXTH CLAIM FOR RELIEF

2 BREACH OF THE IMPLIED COVENANT

3 OF GOOD FAITH AND FAIR DEALING

4 (All Defendants)

S 121. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through
6 120, inclusive.

7

122.  The Parties entered into that particular Membership Interest Purchase Agreement
for the Defendant to purchase fifty percent (50.0%) of the membership interest of Naturex and
10 be partners with Plaintiffs.

11 123.  The Membership Interest Purchase Agreement contains an implied covenant to

12 | act in good faith in performance and enforcement of the contract.

13 124.  The Membership Interest Purchase Agreement contained various provisions
14 regarding the management and partnership between the Parties going forward for the operations
12 of the business of Naturex.

17 125. Plaintiffs maintained a justifiable expectation to receive certain benefits

18 || consistent with the provisions of the Agreement, such as a co-manager acting with a duty of

19 || loyalty and fiduciary duty to Naturex and the members.

20 126. Defendants conduct was in violation of or unfaithful to the spirit of the
21 Agreement because Defendants duty of loyalty and fiduciary duty were breached when
2 Defendants failed to submit the Naturex Application and instead usurped the opportunity by
23 only submitting the Lone Mountain Application.

25 127. Defendants actions were deliberate because Defendants waited until the last day

26 || of the Application Period to inform Naturex the Application would not be submitted despite all

27 | the while Defendants were preparing and submitted the Lone Mountain Application to the

28
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1 detriment of Plaintiffs.

2 128.  Plaintiffs have been damaged by the Defendants’ breach of the implied covenant
3 of good faith and fair dealing because Plaintiffs were unable to apply for and obtain the
40,

Licenses.
5
6 129.  As aresult of the Defendants breach, Plaintiffs suffered damages in an amount in
7 || excess 0of $10,000.00.

130. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
Licenses, or, entitled to their fifty percent ownership in the Licenses. Plaintiffs are further

10 |l entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the

H profits, which exceed $75,000,000.00 based upon the Defendants’ valuation of the Licenses.

2 131. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
12 Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,
15 which exceeds $50,000,000.00 based on the projected sales to the Licenses.

16 132.  Plaintiffs are therefore entitled to the proceeds from the sale of any of the

17 || Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive

I8 1 relief to prevent the disposal of any such License assets prior to the final adjudication of the
19 - .
Plaintiffs claims.
20
133. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
21
” costs and are entitled to reimbursement pursuant to NRS 18 et seq., and the Membership

23 || Interest Purchase Agreement.

24 SEVENTH CLAIM FOR RELIEF
25 IMPOSITION OF CONSTRUCTIVE TRUST
26 (All Defendants)
27
134. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

28
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1 135, inclusive.

2 135.  As directors and/or officers of Naturex, including comprising of the purported

3 Board for Naturex as Defendants would propose each of the Defendants would be Board

4 members on the Naturex Applications, each of the Defendants owe fiduciary duties of care,

Z loyalty and good faith to Naturex’s members, including Plaintiffs. Defendants’ fiduciary duties

7 include obligations to exercise good business judgment, to act prudently in the operation of
Naturex’s business, to discharge their actions in good faith, to act in the best interests of
Naturex and its members, and to put the interests of Naturex before their own.

10 136. The fiduciary duty existing between Plaintiffs and Defendants requires

i Defendants to maintain, in good faith, Naturex’s and its members’ best interests over anyone

i else’s interests and was a confidential relationship between the Parties.

14 137. Defendants breached their fiduciary duty owed to Naturex and its members, by

15 || among other things, appropriating for their own use, the opportunity to apply for the
16 || Applications, which was an opportunity that should belong to Naturex. Defendants failed to use

17 || due care or diligence, failed to act with the utmost faith, exercise ordinary skill, and act with

I8 Il reasonable intelligence in exercising their fiduciary duty to Plaintiffs.

19 138. Defendants breached their fiduciary duties of loyalty and good faith by, among
2(1) other things, intentionally appropriating for their own use the Naturex Proprietary Information,
” by failing to submit the Naturex Applications, by failing to afford the opportunity in the

23 || Applications and Licenses to Plaintiffs, and by purposefully misrepresenting to Plaintiffs’
24 || detriment the Naturex Application would be prepared and submitted, when in fact, Defendants

25 || instead intended and did submit the Lone Mountain Application to Naturex’s detriment.

26 139. Plaintiffs have been damaged by the Defendants’ breach of their fiduciary duties.
27
140.  As a direct result, Plaintiffs were unable to apply for and obtain the Licenses and

28
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retention of legal title by Defendants would be inequitable under the circumstances.

141.  As a result of the Defendants breach of their fiduciary duties, Plaintiffs suffered
damages in an amount in excess of $10,000.00.

142.  Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
Licenses, or, entitled to their fifty percent ownership in the Licenses, which exceed
$75,000,000.00 based upon the Defendants’ valuation of the Licenses. Plaintiffs are further
entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the
profits for the effectuation of justice.

143.  Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,
which exceeds $50,000,000.00 based on the projected sales to the Licenses.

144. Plaintiffs are therefore entitled to the proceeds from the sale of any of the
Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive
relief to prevent the disposal of any such License assets prior to the final adjudication of the
Plaintiffs claims.

145. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
costs and are entitled to reimbursement pursuant to NRS 18 et seq.

EIGHTH CLAIM FOR RELIEF
TORTIOUS INTERFERENCE WITH BUSINESS RELATIONS
(All Defendants)

146. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through
145, inclusive.

147.  Plaintiffs maintained a prospective economic interest to apply for the Licenses.

148. Defendants had knowledge of the prospective economic interest.

25 0f 32
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1 149. Defendants intended to harm Plaintiff by preventing the prospective economic

2 | interest when Defendants failed to prepare and submit the Application on behalf of Naturex.

3 150.  There exists no justification or privilege for Defendants’ conduct.

4 151. Plaintiffs have been damaged by the Defendants’ tortuous interference with the

Z prospective economic interest.

7 152.  Asadirect result, Plaintiffs were unable to apply for and obtain the Licenses.

153. As a result of the Defendants tortuous interference with the prospective
economic interest, Plaintiffs suffered damages in an amount in excess of $10,000.00.

10 154. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
i Licenses, or, entitled to their fifty percent ownership in the Licenses, which exceed
i $75,000,000.00 based upon the Defendants’ valuation of the Licenses. Plaintiffs are further
14 entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the

15 profits for the effectuation of justice.
16 155. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the

17 || Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,

18 which exceeds $50,000,000.00 based on the projected sales to the Licenses.

19 156. Plaintiffs are therefore entitled to the proceeds from the sale of any of the
2(1) Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive
” relief to prevent the disposal of any such License assets prior to the final adjudication of the

23 || Plaintiffs claims.
24 157. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and

25 || costs and are entitled to reimbursement pursuant to NRS 18 et seq.

26

/1)
27
/1)
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1 NINTH CLAIM FOR RELIEF

CIVIL CONSPIRACY
2
3 (All Defendants)
4 158. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

5 || 157, inclusive.

6 159. Defendants, through their various entities, officers, board members, and

7 members, intended to accomplish an unlawful objective together by causing the Naturex
Application to not be submitted in order to provide Defendants an advantage for the application
rocess.

10 P

11 160. Defendants acted in concert and by agreement of a meeting of the minds to

12 || pursue the Lone Mountain Application while purposefully disregarding the Naturex Application

13 || and the failure to submit it for review.

14 161. The Defendants intentions of waiting until the day of the expiration of the
15 Application Period to inform Naturex it would not submit the Naturex Application while
: contemporaneously concealing the fact Defendants intended to submit an Application on behalf
18 of Lone Mountain instead were to accomplish the unlawful objection of harming Naturex

19 | because it would be too late for Naturex to complete and submit its Application.
20 162. By misappropriating the Naturex Proprietary Information and defrauding

21 || Plaintiffs into believing the Application would be submitted based on the repeated promises

22 despite Defendants’ intent to submit the Application instead under Lone Mountain, Defendants
23
committed an unlawful act in furtherance of the agreement to harm Naturex.
24
163. Plaintiffs have been damaged by the Defendants’ civil conspiracy setout to cause

25
26 the Naturex Application to not be submitted.
27 164. As a direct result, Plaintiffs were unable to apply for and obtain the Licenses.
28 165.  As a result of the Defendants civil conspiracy, Plaintiffs suffered damages in an
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1 || amount in excess of $10,000.00.

2 166. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
3 Licenses, or, entitled to their fifty percent ownership in the Licenses, which exceed
4 $75,000,000.00 based upon the Defendants’ valuation of the Licenses. Plaintiffs are further
Z entitled to an implied trust imposed on the Licenses and interest at the legal rate thereon the
7 profits for the effectuation of justice.

167. Plaintiffs are therefore entitled to their fifty percent profits to be earned from the
Inventory Purchase Agreement that otherwise would have supplied the Licenses’ dispensaries,

10 I which exceeds $50,000,000.00 based on the projected sales to the Licenses.

i 168. Plaintiffs are therefore entitled to the proceeds from the sale of any of the
12

Licenses the Defendants are seeking to sell. Furthermore, Plaintiffs are entitled to injunctive
13
14 relief to prevent the disposal of any such License assets prior to the final adjudication of the

15 Plaintiffs claims.
16 169. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and

17 || costs and are entitled to reimbursement pursuant to NRS 18 et seq.

18 TENTH CLAIM FOR RELIEF
19 MISAPPROPRIATION OF CORPORATE ASSETS
2(1) (EMBEZZLEMENT)
” (All Defendants)
23 170. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through
24 || 169, inclusive.
25 171. Naturex possesses certain assets, including its employees, who are financially
26 remunerated by Naturex to perform services for Naturex.
27 172.  Naturex assets, including its employees, are not readily available for use by
28
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1 others.

2 173.  On information and belief, Defendants intentionally, and with reason to believe
3 that its actions would cause injury to Plaintiffs, misappropriated the Naturex assets for
4 Defendants’ own use and personal gain when it utilized the Naturex employees for the benefit
Z of the Licenses and for Defendants’ other businesses while Defendants’ relied upon Naturex to
7 || pay for those employees’ salaries.

174. The misappropriation is wrongful because Defendants are utilizing the Naturex
assets, without authority nor compensation, while furthering Defendants’ improper usurped

10 corporate opportunity by utilizing Naturex assets for Defendants’ own use.

i 175. On information and belief, Defendants misappropriated the Naturex assets with
i willful, wanton, or reckless disregard of Plaintiffs’ rights for Defendants’ Licenses and other
14 businesses of Defendants.

15 176. Plaintiffs have been damaged by the Defendants’ misappropriation because

16 || Plaintiffs’ assets are being utilized without compensation and to further Defendants’ corporate

17 || opportunity and Licenses that should have belonged to Naturex.

18 177. As a direct result of the Defendants misappropriation, Plaintiffs suffered
19 damages in an amount in excess of $10,000.00.

2(1) 178. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
” costs and are entitled to reimbursement pursuant to NRS 18 et seq.

23 ELEVENTH CLAIM FOR RELIEF

24 DECLARATORY RELIEF

25 (All Defendants)

26

27 179. Plaintiffs reallege and incorporate herein the allegations of paragraphs 1 through

28 || 178, inclusive.
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1 180. A justifiable controversy exists that warrants a declaratory judgment pursuant to

2 || Nevada’s Uniform Declaratory Judgments Act, NRS 30.010 to 30.160, inclusive.

3 181. Plaintiffs and Defendants have adverse and/or competing interests pursuant to
4 the Membership Interest Purchase Agreement and the Defendants’ conduct of usurping the
Z corporate opportunity by failing to submit the Naturex Application and instead submitting the
7 self-serving Application for Defendant Lone Mountain.

182. The Defendants’ conduct of failing to submit the Naturex Application and then
the Licenses awarded to the Defendants affects Plaintiff’s rights afforded to it under the

10 Membership Interest Purchase Agreement and the Uniform Trade Secrets Act.

11 . L o
183. The Defendants’ actions and/or inactions also created an actual justifiable
12
controversy ripe for judicial determination between Plaintiffs and Defendants with respect to the
13
14 construction, interpretation and implementation of the Membership Interest Purchase

15 || Agreement and the fiduciary duties owed between officers, directors and members to Naturex.
16 184. Plaintiffs have been harmed, and will continue to be harmed, by Defendants’

17 || actions.

18 185.  Accordingly, Plaintiffs seek a declaration from this Court that, inter alia:
19
a. Defendants improperly usurped Naturex’s opportunity to obtain the
20
Licenses;
21
” b. Defendants improperly breached their fiduciary duties owed to Plaintiffs;
23 c. Defendants improperly breached their covenants of good faith and fair
24 dealing pursuant to the agreements and partnership between the Parties;
25 d. Defendants improperly mispresented and defrauded Plaintiffs by
26 informing them Naturex would be applying for the Licenses, when
27
Defendants did not intend to submit the Naturex Application and instead
28
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1 were only going to submit a self-serving Lone Mountain Application;

2 e. Defendants civil conspiracy to interference with Naturex’s prospective
3 business interests caused financial harm to the Plaintiffs;
4 f. Plaintiffs are entitled to their fifty percent profits to be earned from the
’ Licenses;
6
7 g. Plaintiffs are entitled to their fifty percent ownership in the Licenses;
h. Plaintiffs are entitled to their fifty percent of profits pursuant to the
Inventory Purchase Agreement;
10 i. Plaintiffs are entitled to injunctive relief enjoining Defendants from
i continued exclusion from ownership interest in the Licenses;
2 j- Plaintiffs are entitled to injunctive relief enjoining Defendants from
12 selling any of the Licenses prior to the relief afforded to Plaintiffs herein.
15 186. Plaintiffs assert and contend that a declaratory judgment is both necessary and

16 || proper at this time for the Court to determine the respective rights, duties, responsibilities and

17 || liabilities of the Parties.

18 187. As a result of the actions by Defendants, Plaintiffs incurred attorney fees and
19
costs and are entitled to reimbursement pursuant to NRS 18 et seq.
20
PRAYER FOR RELIEF
21
” WHEREFORE, Plaintiffs pray for judgment as follows:
23 1. For declaratory relief as set forth above.
24 2. For a preliminary and permanent injunction enjoining the Defendants from
25 excluding Plaintiffs from ownership of the Licenses and/or to receive the profits
26 generated by the Licenses, including profits pursuant to the Inventory Purchase
27
Agreement.

28
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1 3. For preliminary and permanent injunction enjoining the Defendants from selling

2 or otherwise disposing of the Licenses to the exclusion of Plaintiffs.
3 4. For Judgment on Plaintiffs’ First through Tenth Claims for Relief that Plaintiffs
4 are entitled to their fifty percent profits to be earned from the Licenses, or,
Z entitled to their fifty percent ownership in the Licenses.
7 5. For compensatory and special damages as set forth herein.
6. For attorneys’ fees and costs.
7. For all other relief the Court deems just and proper.
10 JURY DEMAND
i Plaintiffs hereby demand on all claims and issues to be triable by jury.
i DATED: January 18, 2019.

/s/ Jared B. Kahn

14 Jared B. Kahn, Nevada Bar # 12603
15 JK Legal & Consulting, LLC

9205 W. Russell Rd., Suite 240

16 Las Vegas, NV 89148

(702) 708-2958 Phone

17 (866) 870-6758 Fax
jkahn@jk-legalconsulting.com

Of Attorneys for Plaintiffs

18
19
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Will Kemp, Esq. (#1205)

Nathanael R. Rulis, Esq. (#11259)
n.rulis@kempjones.com

KEMP, JONES & COULTHARD, LLP
3800 Howard Hughes Parkway, 17" Floor
Las Vegas, Nevada 89169

Telephone: (702) 385-6000

Attorneys for Plaintiffs

Electronically Filed
8/26/2019 2:56 PM
Steven D. Grierson

CLERz OF THE COUE !:

DISTRICT COURT

CLARK COUNTY, NEVADA

SERENITY WELLNESS CENTER, LLC, a
Nevada limited liability company, TGIG, LLC,
a Nevada limited liability company, NULEAF
INCLINE DISPENSARY, LLC, a Nevada
limited liability company, NEVADA
HOLISTIC MEDICINE, LLC, a Nevada limited
liability company, TRYKE COMPANIES SO
NV, LLC a Nevada limited liability company,
TRYKE COMPANIES RENO, LLC, a Nevada
limited liability company, GBS NEVADA
PARTNERS, LLC, a Nevada limited liability
company, FIDELIS HOLDINGS, LLC, a
Nevada limited liability company, GRAVITAS
NEVADA, LLC, a Nevada limited liability
company, NEVADA PURE, LLC, a Nevada
limited liability company, MEDIFARM, LLC, a
Nevada limited liability company; DOE
PLAINTIFFS I through X; and ROE ENTITIES
I through X,

Plaintiffs,
VS.

THE STATE OF NEVADA, DEPARTMENT
OF TAXATION,

Defendant.

Case Number: A-19-786962-B

Case No.: A-19-786962-B
Dept. No.: XI

MM DEVELOPMENT COMPANY,
INC.’S AND LIVFREE WELLNESS,
LLC’S APPENDIX IN SUPPORT OF
OBJECTION TO STATE’S
RESPONSE REGARDING
COMPLIANCE WITH NRS
453D.200(6)

(VOLUME 2 OF 2)

Coordinated with for purposes of the
preliminary injunction hearing:
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KEMP, JONES & COULTHARD, LLP
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(702) 385-6000 * Fax (702) 385-6001
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MM DEVELOPMENT COMPANY, INC., a Case No.: A-18-785818-W
Nevada corporation; LIVFREE WELLNESS Dept. No.: VIII

LLC, dba The Dispensary, a Nevada limited
liability company

VS.

STATE OF NEVADA, DEPARTMENT OF
TAXATION; and DOES 1 through 10; and ROE
CORPORATIONS 1 through 10.

Plaintiff,

Defendants.

ALL RELATED MATTERS

NOW APPEAR Plaintiffs/Counter-Defendants MM Development Company, Inc. d/b/a/

Planet 13 (“MM”) and LivFree Wellness, LLC d/b/a The Dispensary (“LivFree”) (“Plaintiffs”),

by and through their counsel of record, and hereby file this appendix to the supplemental brief

regarding which of the successful applicants complied with NRS 453D.200(6).

Ex. Exhibit Description APP. Pages

1 Relevant excerpts of Admitted Exhibit 5023 — Clear River LLC 1-4

2 Frank Hawkins Testimony, 7/15/19, Vol. Il 5-8

3 Newman v. Huffman, et al., Complaint, dated Nov. 28, 2018 (Case 9-62
No. A-18-784970-B)

4 Qualcan, LLC v. Desert Aire Wellness, LLC, Desert Aire Wellness 63-66
Pretrial Disclosures, dated March 22, 2019 (Case No. A-15-721086-
C)

5 Nevada Secretary of State Business Entity Information — Pine 67-70
Mountain Holdings, LLC

6 Qualcan, LLC v. Desert Aire Wellness, LLC, Third Party Defendants 71-121
and Third Party Plaintiffs Answer and Counterclaim, dated Aug. 27,
2015 (Case No. A-15-721086-C)

7 Sharon McBrayer, Sweepstakes Parlor Remains Open, Hickory Daily 122-127
Record, June 25, 2013
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3800 Howard Hughes Parkway
Seventeenth Floor
Las Vegas, Nevada 89169
(702) 385-6000 * Fax (702) 385-6001
kic@kempiones.com

KEMP, JONES & COULTHARD, LLP

8 Verano Holdings, LLC Delaware Secretary of State Information 128-129

9 Relevant Excerpts of Admitted Exhibit 5023 — Lone Mountain 130-132
Partners, LLC

10 | Naturex, LLC, et al. v. Verano Holdings, LLC, et al. (A-19-787873- 133-165
C) Complaint

11 Excerpts from Harvest Health & Recreation, Inc., May 28, 2019 166-350
Management Information Circular

12 | Verano Holdings, LLC, SEC Form D, Nov. 13, 2018 351-359

13 | Testimony of Andrew Jolley, 6/10/19 360-366

14 | Testimony regarding MPX Bioceuticals, 5/30/19, Vol. I 367-370

15 | Excerpts from MPX Bioceutical Corporation Dec. 11, 2018 371-378
Management Information Circular

16 | Testimony of Alfred Terteryan, 8/14/19 379-382

17 | Testimony of Steve Gilbert, 6/18/19 383-385

DATED this _26th day of August, 2019.
KEMP, JONES & COULTHARD LLP

/s/ Nathanael Rulis

Will Kemp, Esq. (NV Bar No. 1205)
Nathanael R. Rulis (NV Bar No. 11259)
3800 Howard Hughes Parkway, 17th Floor
Las Vegas, Nevada 89169

Attorneys for Plaintiffs
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CERTIFICATE OF SERVICE

I hereby certify that on the _26th day of August, 2019, I served a true and correct copy
of the foregoing MM DEVELOPMENT COMPANY, INC.’S AND LIVFREE
WELLNESS, LLC’S APPENDIX IN SUPPORT OF OBJECTION TO STATE’S
RESPONSE REGARDING COMPLIANCE WITH NRS 453D.200(6) via the Court's
electronic filing system only, pursuant to the Nevada Electronic Filing and Conversion Rules,

Administrative Order 14-2, to all parties currently on the electronic service list.

/s/ Ali Augustine

An employee of Kemp, Jones & Coulthard, LLP
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Will Kemp, Esq. (#1205)

Nathanael R. Rulis, Esq. (#11259)
n.rulis@kempjones.com

KEMP, JONES & COULTHARD, LLP
3800 Howard Hughes Parkway, 17" Floor
Las Vegas, Nevada 89169

Telephone: (702) 385-6000

Attorneys for Plaintiffs

DISTRICT COURT
CLARK COUNTY, NEVADA
SERENITY WELLNESS CENTER, LLC, a Case No.: A-19-786962-B
Nevada limited liability company, TGIG, LLC, | Dept. No.: X1

a Nevada limited liability company, NULEAF
INCLINE DISPENSARY, LLC, a Nevada
limited liability company, NEVADA
HOLISTIC MEDICINE, LLC, a Nevada limited
liability company, TRYKE COMPANIES SO
NV, LLC a Nevada limited liability company,
TRYKE COMPANIES RENO, LLC, a Nevada
limited liability company, GBS NEVADA
PARTNERS, LLC, a Nevada limited liability
company, FIDELIS HOLDINGS, LLC, a
Nevada limited liability company, GRAVITAS
NEVADA, LLC, a Nevada limited liability
company, NEVADA PURE, LLC, a Nevada
limited liability company, MEDIFARM, LLC, a
Nevada limited liability company; DOE
PLAINTIFFS I through X; and ROE ENTITIES
I through X,

Plaintiffs,
Vs.

THE STATE OF NEVADA, DEPARTMENT
OF TAXATION,

Defendant.

Case Number: A-19-786962-B

Electronically Filed
8/26/2019 1:52 PM
Steven D. Grierson

CLERE OF THE COUE !;

MM DEVELOPMENT COMPANY,
INC.’S AND LIVFREE WELLNESS,
LLC’S OBJECTION TO STATE’S
RESPONSE REGARDING
COMPLIANCE WITH NRS
453D.200(6)

Coordinated with for purposes of the
preliminary injunction hearing:
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MM DEVELOPMENT COMPANY, INC., a Case No.: A-18-785818-W
Nevada corporation; LIVFREE WELLNESS Dept. No.: VIII

LLC, dba The Dispensary, a Nevada limited
liability company

Plaintiff,
Vs.
STATE OF NEVADA, DEPARTMENT OF
TAXATION; and DOES 1 through 10; and ROE
CORPORATIONS 1 through 10.

Defendants.

ALL RELATED MATTERS

NOW APPEAR Plaintiffs/Counter-Defendants MM Development Company, Inc. d/b/a/
Planet 13 ("MM?) and LivFree Wellness, LLC d/b/a The Dispensary (“LivFree”) (“Plaintiffs”),
by and through their counsel of record, and hereby file this objection to the State of Nevada,
Department of Taxation’s (“DOT") response to the Court’s question about which of the
successful applicants complied with NRS 453D.200(6), as opposed to the DOT’s administrative
change to the statute which limited it to a 5 percent or greater ownership interest.

I
OBJECTIONS

A. Clear River, LLC

L Clear River Did Not Comply With Background Check Requirement Because It
Did Not List Two Of Its Owners.

In contrast to the DOT’s response to the Court’s question about compliance with NRS
453D.200(6), the DOT previously acknowledged that Clear River, LLC did not comply with
identifying the ownership in its applications. In Admitted Exhibit 131, the DOT informed Clear
River that it was required to file a Change of Ownership form within 30 days because the
ownership structure on file with the DOT did not match those persons disclosed (and background

checked) per its application. As demonstrated by the DOT’s list of Marijuana Licensees, Owners,
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Officers & Board Members (as of May 1, 2019)', Clear River’s listed owners include John
Kocer and Northon Arbeleaz, in addition to Randy Black, Sr:

* Arbaiear

Dos7 Clear River LLC Med Dizpensary Handerson Ciark Northon 4 | OQwner | Officer | BM |Arbko, LIC
Dog7 Ciear River LLC Med Dispensary Henderson Clark Black, Sr. Robert R | Owner | Officer | BM :::‘M Famiy 2014
Dog7 Clear River LLC Med Dispensary Henderson o > Kocer Jonn D |Oumer | Officar | BM |arbio, uC

See relevant excerpts of Admitted Exhibit 5023, attached hereto as Exhibit 1. Clear River's
applications in September 2018, however, only disclosed Randy Black, Sr. as the 100% owner.
Hence, Clear River did not list 2 of its 3 actual owners in its September 2018 application.

All the licenses listed in Ex. 1, are held by Clear River, LLC but the purported ownership
of Clear River differs significantly. Plaintiffs emphasize that the only evidence admitted at the
hearing was Admitted Exhibit 5023, listing Arbeleaz, Black, and Kocer as owners. Clear River
did not bring Randy Black or anyone else to testify — presumably because it sought to downplay
the advisory board manipulation involving Flintie Ray Williams. Because the undisputed
evidence establishes that Arbeleaz and Kocer were owners when the Clear River application was
filed and it completely failed to list them, there was non-compliance with NRS 453D.200(6).
These discrepancies show that Clear River did not comply with the NRS 453D background check
requirements by failing to list actual owners.

A Clear River’s Background Check Violations Were Outcome Determinative
Because Of Its Diversity Manipulation.

Clear River, with a total of 210.16 points, was in 10t place in Unincorporated Clark
County (out of 10 winning applicants); 6 place in Henderson (out of 6 winning applicants); and
8" place in City of Las Vegas (out of 10 winning applicants). See Admitted Exhibit 13
(MMLFO00085-87). In Unincorporated Clark County, Wellness Connection of Nevada was in 11"
place with 208.50 total points (a difference of 1.66 points). MMLF00087. In Henderson,
QualCan, LLC was in 7" place with 209.66 points (a difference of 0.50 points). MMLF00085.

If Clear River were to lose 1-2 points, it would not have received licenses in Henderson or

! Available on the Nevada Department of Taxation’s website here:
https://tax.nv.gov/FAQs/Marijuana_License_Application Information - NEW/
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Unincorporated Clark County. One obvious reason that Clear River left these two actual owners
out of its application is that they were non-diverse males — just like Randy Black. Three non-
diverse male owners would get zero diversity points.

Even if — for the sake of argument — Randy Black, Sr. is the sole owner and manager of
Clear River, Clear River somehow managed to receive a diversity score of 12 out of 20 points.
See, e.g., Admitted Exhibit 50. That means that it was deemed to have 51-60% diversity under
the DOT guidelines. Clear River included 12 people to be graded as part of its diversity scoring
— Randy Black Sr., Rita Byorick, Christopher Degraff, Anthony Gentile, Lisa Hardin, Lorraine
Hartt, Thomas McBride, Jade Piatt, Saydee Tschanen, Kenneth Twiddy, Tisha Black, and former
UNLYV basketball player Flintie Ray Williams. Ex. 1. That is because several of the people Clear
River listed in its application that are not real owners, officers, or board members. For example,
Flintie Ray Williams was an advisory board member. This was a sham according to the testimony
about Mr. Williams serving as an “advisory™ board member:

Q Okay. And do you have any problem with seeking his advice in running this
company, a local company in the state of Nevada?

Are you saying Flintie is going to run a dispensary?

That he’s on the board and providing advice and consent to this company, do you
have a problem with that?

Let me make sure I understand what you're saying. So you're saying Flintie is on
Randy’s board?

Uh-huh.

And Flintie is going to direction to Randy on how to run the business?

Sure.

I"d say no, that will never happen, only because I know Randy and I know Flintie.

OO P O»

Frank Hawkins Testimony, 7/15/19, Vol. II, 99:24-100:12, attached as Exhibit 2. Again, Clear
River did not call any witnesses.

Clear River got 12 points for having 7 out of 12 diverse people considered — including
advisory” board members like Mr. Williams and Ms. Black. If the DOT hadn’t included those
two advisory board members — or, instead, included the actual listed owners for Clear River —
Clear River’s diversity would have been graded lower that 51%. Anything lower than 51%
(according to the DOT’s grading criteria) would have only give Clear River a maximum of 10

points. See Admitted Exhibit 7, MMLF00052 (41-50% = 10 points). If 2 points were removed
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from Clear River’s score for striking its “prospective advisory board members” or, alternatively,
adding the two missing actual owners, Clear River would not have received licenses in Henderson
or Unincorporated Clark County. Clear River’s use of “prospective advisory board members” in
its application was outcome determinative of whether it received licenses and it should be
enjoined from moving forward with opening those conditional licenses.
B. Circle S Farms, LLC

Circle S claims to be owned by four women, Stacey Huffman, Brenda Gunsallus, Darlene
Davis, and Glenda Shaw.” See. e.g.. Admitted Exhibit 5023. Just like Helping Hands, Circle S
reportedly has an undisclosed Chief Operating Officer, i.e.. Curtis Huffman. Huffman is the
husband of one of Circle S’s purported owners, Stacey Huffman, and calls himself her

“consultant”. See Qualcan, LLC v. Desert Aire Wellness, LLC, Desert Aire Wellness Pretrial

Disclosures, 2:2, dated March 22, 2019 (Case No. A-15-721086-C), attached as Exhibit 4. The
Huffmans own Pine Mountain Holdings LLC, which is the landlord for Circle S’s proposed

dispensary in the City of Las Vegas. See Ex. 3, 6:4-7; see also Nevada Secretary of State Business

Entity Information, attached as Exhibit 5.

Mr. Huffman is instrumental in conducting the business for Circle S and its related entity,
Desert Aire.® See. e.g.. Ex. 3, 9924-26. The apparent reason for leaving Curtis Huffman’s name
off of Circle S’s application documents is because he was previously charged in North Carolina

with operating an illegal sweepstakes business in 2013. See. e.g.. Qualcan, LLC v. Desert Aire

Wellness, LLC, Third Party Defendants and Third Party Plaintiffs Answer and Counterclaim,

9:28-10:4, dated Aug. 27, 2015 (Case No. A-15-721086-C) attached as Exhibit 6; see also Sharon

2 Circle S has a sister entity — Desert Aire Wellness — with many of the same owners (e.g., Brenda
Gunsallus, Stacey Huffman, and Darlene Davis) that operates the Sahara Wellness dispensary.
See Newman v. Huffman. et al., Complaint and attached exhibits, dated Nov. 28,2018 (Case No.
A-18-784970-B), attached as Exhibit 3. Although this exhibit (and others attached to this
objection) was not admitted during the prior evidentiary portion of the preliminary injunction
hearing, MM and LivFree intend on offering this exhibit — and the others — during any bond
portion of the preliminary injunction hearing, should it be ordered.

3 See hitps:/gbsciences.com/portfolio page/brenda-gunsallus/ (“Brenda [Gunsallus] partnered
with Stacey Huffman and Darlene “Alex” Davis to form the all-female owned Desert Aire
Wellness, LLC (“Desert Aire”) and its sister company Circle S Farms, LLC (“Circle $”).”)
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