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CONSENT TO ASSIGNMENT OF LEASE AGREEMENT

The City of San Diego ("City"), as Lessor under that certain Lease Agreement ("Master Lease")
with

. CHONG FLOWER GROWERS

("Lessee" also referred to as "Assignor"), dated June 29, 1992, as filed in the office of the City
Clerk as Document No. RR-280244, consents to the fol1owing assignment of the Master Lease
by Assignor to:

SUN COAST BOTANICALS, INC.,
a California Corporation

("Assignee") by Assignment Agreement between the parties dated May 27,2004, subject to the
fol1owing conditions:

1. Assignee agrees to assume al1rights and obligations of Lessee under the Master Lease
and to perform al1covenants, conditions and provisions of the Master Lease to be
performed by Lessee on and after the date of close of escrow of the Assignment
Agreement.

2. Assignor shall pay al1rent and adjustment rent due to the City as of the close of escrow
for the Assignment Agreement. Assignor shal1 not be relieved of any obligation to pay
any sums owed to City through the effective date of the Assignment Agreement or any
other sums subsequently disclosed by a verification of the accuracy of the escrow
statement and distribution of proceeds by City. Assignor and Assignee shal1 be jointly
and several1y liable for any such sums owed to City by Assignor. The failure by either
Assignor or Assignee to pay to City the ful1 amount owed shal1 constitute a default of the
Master Lease; however, Assignor shal1 be relieved of any other liability owed to City
occurring on or after the effective date of the assignment to Assignee.

3. Pursuant to Section 9.5, Equity Sharing, of the Master Lease, City is entitled to receive
twenty-five percent (25%) of al1consideration received by Lessee (Assignor) as
consideration for an assignment ofthe Master Lease. The percentage due City shal1 be
based on the total consideration for the assignment including but not limited to cash
payments, deferred payments, secured notes or unsecured notes and any forbearance
regarding claims and judgments. Assignor agrees the amount shal1 be paid to City as set
forth in Section 9.5 and in certified funds made payable to the City Treasurer and paid
through the escrow transaction and reflected on the closing statement provided to the City
as a condition of this consent to the Assignment Agreement.

4. Assignee agrees to maintain a policy of public liability and property damage insurance
providing coverage required under the Master Lease in the amount of not less than TWO
MILLION DOLLARS ($2,000,000) Combined Single Limit Liability. Assignee shal1
obtain a separate endorsement naming the City of San Diego, its elected officials,
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officers, representatives, agents and employees, as additional insureds. All other terms of
Section 5.2, Insurance, of the Master Lease, remain the same.

5. In accordance with Section 8.8, Best Management Practices, of the Master Lease,
Assignee agrees to adhere to the following:

LESSEE shall comply with the Best Management Practices (BMP) including the
Stormwater Pollution Prevention Plan (SWPPP) approved by CITY's Stormwater
Management Program. LESSEE shall submit for review and approval by City Manager
or its designee, within ninety (90) days of the execution of this Leases, BMP and SWPPP
that will control erosion and reduce the amount of pollutants and other sediments
discharged from the Leased Premises. The BMP and SWPPP will be reviewed
periodically by CITY. Upon written notice from the City Manager requesting an update
of the BMP, LESSEE shall submit updated BMP and SWPPP FOR City Manager review
and approval within ninety (90) days of receipt of notice. LESSEE shall implement any
necessary changes to the BMP and SWPPPas a result of any review by CITY to ensure
compliance with any changes in laws or regulations.

(THIS PORTION INTENTIALLY LEFT BLANK.)
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Except as provided above with respect to the release of the Assignor, the execution of this
Consent by City does not amend the Master Lease or waive any of City's rights under the Master
Lease, and in the event of a conflict between the provisions of this Consent and the Master
Lease, the terms of the Master Lease shall prevail.

This Consent is executed by City acting by and through the City Manager. This Consent is
effective upon the date signed by the City Manager, and approved by the City Attorney.

LESSOR: THE CITY OF SAN DIEGO

Dated: ---,(p"'--'-.I_2.--I.1 1c.....:(J:....,11-----

ASSIGNOR: CHONG FLOWER GROWERS

Dated: By:

ASSIGNEE: SUNCOAST BOTANICALS, INC.

Dated: (9 ~;;2...'-\ ~ 0 + Bt#-d/ CM-j
APPROVEDAS TOFORMAND LEGALITY T~AY O~ 2004.

CASEY GWINN, CITY TTORNEY

Dated: _

MFWfDCM
6/10/04
1:IWP0\2004IWIGGINSICONSENT TO ASSIGNMENT,doc
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NEW CENTURY TITLE COMPANY
3131 Camino del Rio North, Suite 1250

San Diego, CA 92108
Phone: (619) 308-1700 • Fax (619) 308-1726

June 25, 2004

The City of San Diego-Treasurer
1200 Third Ave., # 1700, MS 51A
San Diego, CA 92101
Attn: David Martens

Re: Escrow Number:
Escrow Officer:
Property Address:

10041238-GC
Genny Chable
15850 Ysabel Creek Rd, Escondido, CA 92025

;,..
t"1 0 n::'" 17 -,.- ~
I~\ <- ""':lOv' C
-'< 'Z om
:P- N "Y\(")
-l 0'1 fJ)rr1,,,

1....<.:P- -0v" :x 2rn
CCo ~o", f9-l ~~I'1
<J'l ~0·- r .11

.:.-

In connection with the above referenced escrow, we enclose the following items:

•••
Check in the sum of $72,250.00
Lease Assignment-2 copies
Insurance Binder

Should you have any questions, please contact the undersigned.

Sincerely,

NEW CENTURY TITLE COMPANY

Genny Chable
Escrow Officer

Direct Fax: (619) 308-1726
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\1(' Earnest Money Receipt and Offer For

Purchase and Sale of Assets

Vaaguard Resource Group Phone (1l~8)391-3388
13400 Sabre Springs Pkwy, #24' Fax (8511)391·3389
San Diego, CA 92128

I. THE TRANSACTION

.: I. Received from Terry L, Cutter and 10m Gary Collins and or Nominee on April 20, 2004 hereinafter referred to
as PURCHASER. the sum of 510,000 in the Conn of a check as a deposit on the purchase price of all the
equipment, fix1ure&, goodwill, inventory, trademarks, trade names, web site, telephone numbers, lease and aU
other intangible and tangible assets of that certain BUSINESS known as Chong's Flower Orowers located at
ISR50 Ysabel Creek Road Escondido CA 92027, ben:inaftcr known as BUSINESS. BUSINESS is owned by
Ch0D8 Hui ChOl'lg , hereinafter known as SELLER. Vanguard Resource Group, hereinafter known as
BROKER, is authorized by the PURCHASER and SELLER to hold PURCHASER'S check uncashed until
opening escrow.

2. The TOTAL PURCHASE PRICE of $289,000 shaI1 be paid as follows:
a. $10,000
b. $50,000
c. $2211,000

$289,000
d. N/A

Deposit on the dare oflbis Agreement to be includ8d in down payment.
Additional deposit upon opening escrow to be included in down paymelll.
Balance of down payIIIl:I1t to be deposited with escrow holder at the
sett1emaIt through escrow in cash or cenified funds.
Total down paymeDt
Cash to SELLER at closins resulting from PURCHASER'S new financing
utiliziDg an SBA guarank:Cd loan.
Assumption of an existing obligation for _.-::- to be paid
directly or through SELLER. payable as follows: per
month (includiDg interest)
Balance of purchase price In be paid to SELLER pursuant to a Secured
Promissory Note in said amount CO. payable at 0 or more per month for 48
months, with interest thcrc:on at 0 per annum, together with a security
agrccmcnt and a financing statement as provided by the Uniform
Commercial Code of California, which shall be filed with the appropriate
State agency. This Note shall be personally guanlIIteed by PURCHASER
and shall be subordinate to prinlary acquisition financing, if any. as stated in
section d.
Additional Payment Terms:

e. N/A

f. N/A

g. N/A

h. 5289,000 TOTAL PURCHASE PRICE

ADDITIONAL CONDITIONS OF SALE: See SectiOd NI0 Consult;nl

I. PURCHASER to pay SELLER an additional S20.000 bonus if gross sales exceed an average of $129.000 a month
for die tlrst twelve month period following the close of escrow. Bonus to be
paid thirty days after the end of the twelve month period. If gross sales for
the above billing period lilIJs below $125,000 a month, then no bonus shall
be paid In SELLER.

fl. Jfgross sales exceed $1,600,000 during the second twelve manth period following the close of escrow. Bonusof
$25,000 to be paid thirty days following the close of escrow. No bonus will
be paid to SELLER ifgross sales are below $1,600,000 in net sales during
this second twelve month period.
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3. ACCOUNTS IlECEIV ABLE AND PA VABLE: All 3CaJUIIts receivable and payable and alI CIlIJ)loyee

beaefirs including sjck:, l'lU:a1i0ll, and bonuses accruil1l up to the close of the sale sball remain the property and
the responsibility of the SELLER and mnot included in this sale. Immediately from and after the closiU8 of the
sale, allllCCOUDt$receivable ,and. payableacc:rued and reaJizedshall be the sole property and responsibility of
the PURCHASER. Jt is agreed that existing contracts fur yellow page advertisiug will be assumed by the
PURCHASER. AIJ other CCDtnIcts or agr'ClIlD1eIlts prescmly in place but which may be amcellcd with less than
a 60 day aetice, will also be assumed by PURCHASER

4. INVENTOR\' AND WORK IN PROGRESS: The fuU purchastl price shall include current, useable and
saleable inveotory of raw mareria!s, finished goods, work in progress, .and packawDB in the same or similar
8lIlOUDt that SELLER nonnaUy maintains. Work in progress, if any, shall be dctennincd by adding the actual
cost of goods to the actual cost of direct labor spent to produce those works in progress. PURCHASER does
not want to inhllrit any work in progress jobs except for rniDor routine RJpairs.

S. DEPOSITS: Any and all amounts c:ummtly on deposit for the benefit of the BUSINESS for the pn:mise's
lease, utility services, iIJaunm<:e and other obligations. are and shall remain, the sole property of the SELLER
and are not included as part of this transaction. PURCHASER shall, prior to the closing, deposit such 8Il1OUuts

. nce:essary to continue the operation of the BUSINESS or shall reimburse SELLER for these amounts at the
time of closing.

6. TAX: The sales tax on fixtures and equipment, if any, shall be paid by the PURCHASER at settlClllCZlt
(through escrow) and all other taxes and similar expenses or taxes shall be pro-rated as of the date oftrans£er of
ownership.

7. EQUIPMENT: SELLER wammts that, at the time physical possession is delivered to PURCHASER, all
equipment will be in wortc:ing order and dial the premis~s will pass all inSpcctiOllS necessary to conduct sueh
business. PosllCSsi.ondate shall be at settlement (close of escrow).

8. TRADE NAME: SELLER hereby graDts PURCHASER, effective with the closing of this:saie, any and all
rights held by SELLER in the trade name, logos. web sites and telephoLu: numbers. and hereby waives all rights
thereto, and a&r closing shall not make use of these di rectly or indirectly.

9. TRAINING: SELLER, without cost to PURCHASER, shall familiarize, train, and acquaint PURCHASER
with all material aspects oftbe BUSINESS ftom tbe close ofsale as foUows Chong Chongsball be available for
a period of roor months at 2S hours per week. All training shall be done during notmal business hours. After
the initial rraining period, PURCHASER to pay SELLER $2,500.00 per month for 20 hours a week for 12
months. .

10. CONSULTING: SELLER'S san, James Tribble to enter into a consultiog agreemcm with PURCHASER
prior to closing escrow, An acceptable agreenteIlt shall be negotiated between Seller and Pun:baser as a
condition of this sale. It shall be eoncJusively presurtllld that this CODditionis met upon the closing of escrow.

II, COVENANT NOT TO COMPETE: SELLER agrees that they shall DOt and will DOt, fur a period of seven
consecutive years from close of this sale, directly or indirectly, engage in a like business, provided that
PURCHASER is not in defiwlt under any terms of the Agrec:mmt; nor aid or assist anyone else, except the
PURCHASER, to do so within the limirs of the Continental USA; nor hal'll any interest directly or indirectly; in
such business, excepting as an employee of the PURCHASER. If SELLER is a colporation, the officcrS and
shareholders individually agree to the above restrictions of aIIJIpctitiao, This covenant shall become an asset of
the business and may be tnmsferrcd as part of any future sale of the business.

PllAe 2 of 8 PURCHASER SELLER
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12. PURCHASE PRICE ALLOCATION: The total purchase prices of shall be alI0cat0d 88 follows:-Hquipmt:Dllllld Fixtures HIlSlNESS Trade Name -.-(laodwiU

.- Covellant Nul}!? Compete -_ .
JllvelllOl'Vof 0u0dlI at Cost

".
Real Esrat.e (lndg &!:-1) ---.-J-mId Immvvo:ma.!!.lI F~:re 'I';""',,,,, ...

Lcascl10Id Interest Right CU!llnn,er Ac.:ounl Usl-...._- ._--
IfbhWk, PURCHASER and SELLER agree to mutually determine the amount.~ in escrow,

13. SECURITY AGREEMENT: If this Agreement invoivtls SELLER finaucing, at the close of this sale
PURCHASER and SELLER shall enter iDto and execute a SIlCUrity Agreement giving SELLER a lien against
all of the assctsinelnded in this sale, as more fully described in the ·Purchase Price Allocation," until the
Promissory Notes owed to SELLER hereunder have been paid full. This Security Agreement shall be sUbject to
any existing Iicns described herein, if any, and be subordinate to any other institutional financing used in the
purchase of the BUSINESS.

14_ RIGHT OF OFFSET: if this purchase involves SELLER financing, it is understood and agreed that
PURCHASER expects to receive possession and control of lite BUSINESS free and clear of any debts and
encumbrances except as set forth in this agreemettt. If after lite closing of the sale, PURCHASER shall become
aware of any debts against the BUSINESS not disclosed bl' SELLER in writing and which have been
previously asrced to, aDd said debt miglrl adversely affect the goodwill and operation the BUSINESS being
transferred hereunder. PURCHASER shall promptly Datil)- SELLER in writing of such claim. In the eveI1t
SELLER has nat paid such valid claim withJn ten (10) days following rOteipt of sucl\ notice from
PURCHASER or cannot n:asonably prove to PURCHASER that this debt has been satificd, then
PURCHASER. may pay such claim and shall receive full credit against the balance owed to SELLER on the
Promissory note.

It CONTINGENCIES OF SALE:

15. FINANCIAL RECORDS: The sale is contin8cmt upon PURCHASER'S verification of and satisfuetion willt
lite financial records of thcBUSlNESS. PURCHASER shall submit a written list of financial records they
wish to review 10 SELLER within two (2) business days of offer acceptance and SELLER shall make those
records available within three (3) business days after receipt of the request. PURCHASER will personally'
examine the books and records, tax returns, invoices, banking records and otbcr records of lite BUSINESS and
will rely solely on tJw.ir personal examiJlation in making this otm and not upon any statements or
representations made by BROKER or their agents in deciding to purchase or value the OUSINESS. This
contiDgmu:y shall be removed in writiDB within fi~'l1 (15) business days of acceptance of this offer. In the
event that this contingency is not removed in writing, the parties'satisfactioD widt the financial records shall be
conclusively presumed upon die opening of escrow. '

16. FIXTURES, FURNISIDNG AND EQUIPMENT: 1'he sale is contingent upoll PURCHASER'S inspection
of the fixtures, fumitun: and equipmCnt (FF&E), which constitute lite physical l3.cility. PURCHASER will
personally examine the equipment, fixtwes, stock on band, lcascllold improvements and other assets and
liabilities of the BUSINESS aIld will rely solely on tbcir personal examination in making this offer and not upon
any statements OJ representaJions made by BROKER or their agents in decidiag to purchase or value the
BUSINESS. This contingency shall be nmoved in writing within fifteen (IS) business days of acceptance of
this offer. In tile event that this c:ontiDgencyis not removed in writing, the Parties'satiStilcti.OII willt lite Fixtures,
Furnishings. and Equipment shall be conclusively presumed upon the opening of escrow. PURCHASER to
complete final walk through the day beforc escrow closes.

17. LOANS: If this sale is COIlbDgllllt upon PURCHASER obtaining an SOA guarantoc:d loan, PURCHASER must
submit an application to an SOA approved lender within five (5) busillCSS days of offer acceptance.
PURCHASER must provide a Lender's committment letter to SELLER within fifteen (15) business days of
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offi:r acceptance and PURCHASER'S failure to comply with this requirement shall pennit !he SELLER in their
sole discretion to extend the time or tenniDaIe this Agreement. If this sale involves SELLER. providing financing
to the PURCHASER, this sale shall be c:ontingent upon SELLER'S approval of PURCHASER'S financial
condition and resume. In the m:nt tbat this coutiDgency is not removed in writing, the parties'satisfaction with
all items witlrin this Jl8liI8I"aph shall be conclusively presumed.upon the closiDI of escrow.

lB. SUITABILITY: PURCHASER shall, within three (3)busiDess days after offer acceptance, submit a resume,
fuwicial statement and credit report fur SELLER.'S approwl. SELLER shall have three (3) business days
after m:eipt to approve of PURCHASER and remove this contingency in writing. If the sale does not involve a
SELLER note or contilllling liabiJity fur lease assumptions or orher obligations, SELLER may at their sole
discretion waive this requirement and instead only require proof of financial ability to complete the transaction.
In theeveot that this conti~ is not removed in writing, the parties'satisfaction with all items within this
paragraph shall be conclusively presumed upon the opa1iDg of escrow.

19. LEASE: In the eVcat this offer involves the transfer of SELLER'S leasehold interest, SELLER horeby
guarantees to deliver to PURCHASER a valid lease assignment, sublease of existing lease, or new lease with
rates and tI:rms equal to curreot lease. PURCHASER and SELLER will work together in obtainiDg a new
lease, sublease or assignment sWtable to PURCHASER prior to close of escrow and SELLER authorizes
PURCHASER to contact lamIlord immediately fullowing the aeceptam:e of this Agreement. By siguiDg a
sublease, usigmncllt, or new lease., PURCHASER removes any CO!Jtingl:llCY relating 10 the lease,
PURCHASER would like an a minimum of ten years of covemge on the lease and option period. Purchaser
agrees to a lease assignment of the existing Chong's Flower Growers lease which includes the following terms
and conditiOl1S but no cbBDm to the CJlisting lease without the express written permission from Purchaser;

20. OTHER CONTINGENCIES: Sec section #10 Consulting

21. BACKUP OFFERS. Upon SELLER(s) acceptance of this offi:r to purchase, SELLER may review backup
offers to pun:hasc, but may not accept any other offilr until this purchase agrect1lalt is 110 longer in fun:&:.

22. FAILURE: The fil.ilure of the PURCHASER or the SELLER to c:omply with the n=quiremcnts set forth by the
cogtiplellCles of sale shall relieve the PURCHASER from its purchase agreement hereinuDdcr, in which event
all funds deposited by PURCHASER. sbaJl be n:tumc:d to PURCHASER immediately. '

UI. ESCROW &; CLOSING

23. OPENING ESCROW: For the purpose of completing this transaction, upon the removal of the contingencies
of sale, escrow sba1l be opened at the office of New CeDtury Title and closina shall take place on or about JUDe
I, 2004. In the event that C:1OSi.n8 has not occurred within 30 days after this date, PURCHASER AND SELLER
nmst mutually agree to extend closing date. Closing and escrow costs shall be sbanxl equally by PURCHASER
and SELLER ..

24. DEPOSITS: PURCHASER and SELLER do Iwreby, join1ly and severally, direct and authorize BROKER to
hold deposit amounts of earnest money uneashed until opening of escrow.

25. DOCUMENTS: Escrow bolder is authorized to draw the DOceSSlU')' escrow instructions fur consummation of
this transaction. PURCHASER and SELLER agree to Cll.CCUte all cIocwnenU necessary to CODSummatc this
transaction.

26. UNIFORM COMMERCIAL CODE - BULk TRANSFERS: SELLER AND PURCHASER agree to assist
escrow to comply with the Bulk Sale traDsfer notification required UDder the Uniform Commercial Code,

Pa~ 4 ofS PURCHASER SEll.ER
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27. BILL OF SALE: SELLER shall deliver to PURCHASER at the closing a Bill of Sale for the BUSINESS and

allll5sets iDcIudcd in this 1r"aIIsadiQll for which SELLER warrants that it bas good lIftd marlretable title, fTeeand
clear of liens and encumbrances, except those lielIs acknow1edged by the PURCHASER, which are to be
assumed and paid by PURCHASER.

2K. LOSSIDAMAGE: In the C\'CIlt there is any loss or claJnaBc to the BUSINESSpremiscs, or any of the
improvements. systall1S,equipment or other assets included in this salc at anytime prior to the closiDg of this
sale, the risk of loss sba1l be upon the SELLER. Immediately from and after the closing of this sale. all risk of

. loss or cIarna8c sba1l be upon the PURCHASER.. .

29. BUSINESS RECORDS: At the close of this Sale. SELLER shall deli"er to PURCHASER, all customer
lUlCOWlts and records and any other documents pertinent to the operation of the BUSINESS which SELLER
maybavc. Such records shall incluch: copies of those dOCWllllDt!l necessary to c:onduet BUSINESS with
suppliers and customers oCthe BUSINESS.

30. BROKER'S COMMISSION: SELLER and PURCHASER acknowl. that the SELLER is obligated to
pay a commission to BROKER as outlined per writton Agreement and SELLER hereby itTevocably authorizes
escrow age:D1 to pay such fee to BROKER at closing of such sale as denoted in Commission agreement, or 50"10
of the deposit in case such deposit is forfilited by PURCHASER, provided such paymem shall not exceed the
full amoum of BROKER'S fee in accordance with the signed Repn:sentrtioo AgJ"Ctl'I1i;Dtor other written
agreements previously entered into by BROKER and SELLER. Commission sha.l1be due OIl all amounts paid
WIder any c:onsulpng agreement. non compete, or other compensation due to Seller or fumily tl1CIllbeIs.

IV. REPRESENTATIONS AND WARRANTIES

31. TITLE: The SELLER warrants that they bave a good, clear and marketable title to the BUSINESS being sold
except as disclosed within this 1IplerneDt.

32. LIABILITIES: SELLER warrants that all outstanding liabilities of the BUSINESS except as specifically set:
funh herein sbaJ1 be paid in full on or before close of this sale, and that PURCHASER shall receive possession
and c.outrol of thc BUSINESS free and clear of any othl.-r encumbrances, except for any security intcn:st
granted SELLER, should SELLER finance any part ofttlc traDsaction.

33. PERMITS AND CERTIFICATES: SELLER hereby warrants that all licenses and certificates necessary to
amtinue the operation of the BUSINESS as in the past shall be current and valid as of the closing and can be
renewed at no expense to PURCHASER other than normallia:ose fees.

34. PREMISES: Any expaISC to bring the premises to the lI£Ce$SBry standards shall be the sole responsihility of
and shall be paid in full by the SELL.ER when due. Until possession is given, SELLER agrees to maintain the
BUSINESS premise including heating, cooling, plumbing and electrical systems. built-in fiuurcs. together with
all other equipment and assets included in this sale. inworking order IIDdto mainrain and leave the premises in a
clean and orderly condition.

35. LITIGATION: SELLER represents and wamnts that to the SELLER'S best knowledge there is DO litigation
or pl'f)l'!C'JCding(s)pending against or relatit18 to the BUSINESS, its properties or employees (except for personal
litigation or pl'f)l'!C'JCdingswhich arc unknown to thIl SELLER); nor docs the SELLER know or have any
reasooable grounds to know of any basis of any such action or governmental invcstigation reIaii"e to the
BUSINESS. its properties or activities.

36. OPERATION 011' THE BUSINESS PRIOR TO CLOSING: SELLER hereby agrees, from the date of
execution this Agreement to the date of closing, to carry 011 the activities and operations of the BUSINESS
diligently and substantially in the same rnanDIll" as had been customary in the past. AdditiOlllllIythere shall be no
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material c:banges in the fiDancial performance of the BUSINESS betwcaJ the time this offi:r is ~Ied and die
date of closing.

V. INDEMNIFlCATION

37. INDEMNIFICATION: SELLER does hereby indcnmifY PURCHASER aDd shall hold and save harmless
from and against all debts. claims, actions, causes of action, 10SSCll, damages and.attomey's files DOw C'(iatiug or
thal may hereafter arise from or grow out of SELLER'S past operation and ownership of the BUSINESS, citber
dirccdy or iDdin:ctIy, excepting those liabilities being a.sswned by PURCHASER hereunder, if any. This
indemnitieatioo sba11 also apply to any known or unknown environmental issues relating to the building or
BUSINESS. PURCHASER docs hereby indemnify SELLER and shall bold and save bann1ess from and
apinst aU debts, claims, aetioDs, causes of action, losses, damages and attomey's fees that may hereafter arise
from or grow out of PURCHASER'S operation and ownership ofthc BUSINESS from theelosing date forward
iDto the future.

VI. D'SCLAlMERS

& EYES WIDE OPEN: BROKER, its agents and employees make no representations or warranties as to the
accuracy, CXIIDpleteness,authmrticity, or legalllffect of any statements, reports or other docwnents furnished to
the parties to this transac:tioo and are not n:spoosible for any Joss which may arise from the transaaioo.
PURCHASER and SELLER further acknowledge 1JIat they an: eDtering into this Agrecmcut with their :1m
Wide OpeD" and they are relying upon dleir own judgment and decisions and the advice and counsel of their
legal, tax and acc:ouriting advisors in making the offer and in eutering into and or consummating the purchase or
sale of the BUSINESS.

39. REPRESENTATION BV COUNSEL: It is understood and acknowledged that both the SELLER and
PURCHASER havc been adviled to scclt the advice oflcga1 and tax counsel and have done so to the extent they
have desirod. PURCHASER and SELLER acknowledge that Cltcll of them bas not received or requested any
IcpJ advice or legal cxmsultation with regard to the legal effi:ct of any of the documents involved in this
trllIIS8ction from BROKER or its ~ or employees.

40. AS TO PURCHASE"': By signing this agnlllIDeI1t, PURCHASER hcrcby aclmowlcdges that PURCHASER is
relying solely 011 PURCHASER'S OWD inspection of the BUSINESS and the representations of SELLER oat of
BROKER with regard to the prior opcnd:ing history of the BUSINESS, the value of the assets being purchased
and all other material filets of SELLER. in making this offi:r. PURCHASER admowledges that BROKER has
DOt verified, and will not verify, the represenl8tions of SELLER and should any such representations be untrue,
PURCHASER agrees to look solely to SELLER for relief and aarees to indlMlllify BROKER and hold
BROKER hannJ.css in connection with all losses and damages caused PURCHASER thereby.

41, AS TO SELLER: SELLER acknowledges that BROKER bas made no representations concerning the credit-
worthiness or ability of PURCHASER to complete this transaction or repay any obligations, and.relies solely
on rcpreseDtBlions of the PURCHASER and not BROKER with respect thereto. SELLER understands that they
may have continuing liability for leases or other obligations of the BUSINESS after the closiDa. SELLER
agrees to look solely to PURCHASER fur relief and agrees to indemnitY BROKER and hold BROKER
bannJess in connection with all losses and damages caused SELLER thereby.

Q MAXIMUM LIABILITY: In the event arMY judpemem. award or arbitration decision. PURCHASER AND
SEI I ER AGREE the maximum !iabililv of Broker or its agent!. shall be limited to the amount of cnmmi55iQD
actually rcceivN.

VII. CHOICE OF LAW, AGENCY AND DISPUTES

J'allc I) of 8 PURCHASER SF.LLER.
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43. CHOICE OF LAW: This contract shall be govcrned by and construed UDder the laws of the Slate of

CalifOrnia. Any action raken regarding this contract must be initiated in the Stale of California, County of San
Diego.

44. DUAL AGENCY: PUR.CHASER and SELLER Wlderstand and acknowledge that business opportunity sales
in the State of California an: governed by theCalifumia Department of Real EstatI: and that BROKER is
representiDlJ both PURCHASER and SELLER in this l1'an8ad:ion and hereby COI1SeItt to this dual agency. A
dual agent has a fiduciary responsibility to both PURCHASER and SELLER.

45. BINDING EFFECT: This contract shall bind and enure to the benefit of the successors, assigns, personal
representatives. heirs and legatees of the pa.rties 11I:relo, and upon cxce:ution by all partiCll, this Contract shall be
absolutely binding and fully enforceable.

46. SEVERABILITY: In the event that any of the provisions, or ponions thereof, of this contract are held to be
UDeDforceableor invalid by any court of compet.eot jurisdiction, the validity and enforceability of the remaining
portions thereof shall not be affected thereby and effect shall be given to the inlCll1manifested by the provision
or portions thereof, and· shall be held to be cnrorceable and valid.

47. SECfTON AND PARAGRAPH HEADINGS: The varioushcadings are inserted fur the convenimlce of
l\lferenc:e only, and sballlIllt affect the mcaniJJB or interpl'ClaliOil of the COntI'al:t or any seencn thereof

411. NOTICES: All notices as may be required by this rolJl:ract shall be sent to the n:spective parties at the addIess
set fbrth hcre~ the place of notice may be modified by appropriate registered or certifilld mailing to parties.

~ MEDIATION/ARBITRATION: Any controversy or claim bct_ the pattit:s hereto and/or BROKER that
arise out of or relatll to this contnu:t, the breach hereot: or any l\lsulting transaction shall be submitted for
mcdiatiOil of a negotiated settlement. In the event any such nu:dialion is WlSUceessful, the parties agree that an
such controvcrsy or claim shall be decided by binding arbitration in accordance with the rules of the Ammcan
Arbitration Association as provided in the California Code or ci,i1 procedure, beginning at section 1280 ond to
include fuU rights of discovery. Any arbih'alOr chosen in accordance thetcwirh shall be a person expcrieDced in
transactions involving the sa!e of a business. The prevailing party in arbitratian shall be entitled to reasonable
attorney fees and costs in additian to any other relieftbat may be gr.mted, PUR.CHASER and SELLER hereby
submit to the jurisdiction and veoue of the Slate California in and for the County of San Diego and any
judgment or award may be entered in this court. In the eymt of any lud ......... t pr arbitration decisiop. the
!lU!!imum liability of Broker or its uents sball be limited to the amount o( commission actJ1911yreceiyed.

SO. TIME IS OF THE ESSENCE: When signed by PURCHASER. this doposit receipt is an OFFER. on the part
ofPUR.CHt\SER to purchase the BUSINESS on the terms stated. Should the SELLER fail to accept this offi:r
by his signature hereon prior to 5:00 PM on Thursday, I\priJ 20, 2004, the PURCHASER shall revoke this
offer and deposit will be returned by BROKER to PURCHASER.

5\. ENTIRE UNDERSTANDING: This document CODtains the 1.'I1tire understandings between the parties and,
should there be any conflict between tht: provisions of this agreement and any escrow instructions c"ce:uted
pursuant hereto, the pro~isions of this aarccmeot shall control.

52. MODIFICATIONS: This agreement, and any other exhibits and/or addendum attached hereto and signed by
the parties, conslitub:s the entire agreement; there are no oral agrccmeuts, undcrstandillgS or represatrmions
being relied upon by the parties. Any modifieations must be in writing and signed by all parties to this
agreement.

53. AUTHORITY: PURCHASER and SELLER have full power and authority to entt:r into this agreement and to
oonclude the transaction described herein, and no contracl or agreement to which either PUR.CHASER or
SELLER is a patty prevents either of them from comlludiDg the transaction described herein, nor is the consent

Pa.Ile 7 0(8 PURCHASER SELLER.
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of any third party required thereof If the SELLER or PURCHASER is a corporaaon or partnl.'1'Ship, the
undersigDed hereby individually guarantees perfonnaoc:e hereunder and shall deliver duly executed C.orporatc
Resolution authorizing sale prior to closiJIs.

PURCHASER and SELLERindividuallyacimowlcdgc. receipt of a copy. of this .agreement.
binding doclllllelJt. Read It carefullY, If you do not undentaDd it, consult an attol'lley.
llUthoriztd to give qa1 or fiuncial adviee.

DATE:~.'4-

This is a legally
BROKER Is not

PlJRCHABI!R

SELLER ....

John Gill')' CoUbu
Address: 43153 MartiDa Ct
Oty, State, Zip: Temeeula CA 92592
Home Phone: 909-303-0996

Chona lIui Chong
Addras: 15850 Ysabel Creek Road
City, State, Zip: Etrondldo CA 91029
flome Phone: 760-737-5089

Terry L. Cutter
Address:25168 Estate HUt Way
Murrietta CA 91562

Vanguard Resouree Group

Dy:=--_~
Duly Authorized Agent

By: _
Approvlld by BROKER

PURCflASER SELLER
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