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BEFORE THE CANNARIS COMPLIANCE BOARD

STATE OF NEVADA

STATE OF NEVADA, CANNABIS _
COMPLIANCE BOARD, Caas No. 2021-41

Petitioner,
VE.
RED EARTH, L1.C,

Respondent.
STIPULATION AND QRDER FOR SETTLEMENT OF DISCIPLINARY ACTION

The Cannabis Compliance Board (the “CCB™), by and through its counsel, Auron I,
Fard. Attorney General for the State of Nevadu, L. Bristopher Rath, Esq., Senior Deputy
Attorney Gieneral and Ashley A. Baldueei, Exq., Senior Deputy Attorney Gieneral, hereby
enters into this Stipulation and Order for Settlement of Disciplinary Action (“Stipalution
and Order”) with Respondent, Red Burth, LLC (heremnnfter “Red Earth” or *Respondent”)
by and through its rounsel, Adam Fulton, Bsq., of Jennings & Fulton. Purauant o this
Stipulstion and Order, Respondent and CCB (enllectively, the "Partiea”) hereby stipulate
and agree that CCB Case No, 2021-4] {the “Administrative Action”) shall be fully and
finally settled and resolved upon terms uad conditiuns set oui herein.

PERTINENT FACTS

i Respondent is n registered domestic limited Lability compuny licensed. in
Nevada tu oporate medical and adult-use cannabis cultivation establishments with
certificate No, (012 and license No, RC012.

2, On or about April 2021 CCB staff discovered, through a review of SEC
disclosures, that MJ Holdings, Ine., had purchased owneralip of Red Burth on or about:
December 15, 2017 (the “December 2017 Trauusfer™. The December 2017 Transfer of
owuership interest had not been approved by the regulatory entity at the time, the Nevada

Department of Taxation, Marijuuna Bnforcement Division (“the Departient”). No transfer
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of interest request for the Decemlier 2017 Transfer had heen submitied at any time
thereafter.

3. On or aboat Myy 7, 2021, CCB staff wrote (0 Red Earth and requested further
information on the December 2017 Transfer. On or about June 10, 2021, Red Earth
responded, through ecounsel, and acknowledged Red Darth entered inlo a purchase
agreement with MdJ Holdings, Ine., on or abnut December 15, 2047, and acknowledged that
a transfer of interest request for this transaction had not heen submitted to the Departnient
or CCB. Red Earth's counssl further stuted that the aforementioned purchase agrecment
would be canceled, thereby unwinding the December 2017 Transfer and returning Red
Earth 1o its original ownership structure.

4, Thereafter, CCH stall, working with the Attorney General's Office, sntered
into rettloment megotiations with Red Eurth, though its counsel, to attempt. to resolve the
vivlation at issue, The Parties were able ty come to 4 mutually acceptable resolution of this
matter which is acceptable to CCB staff without the necessity of filing & Complaint for
Disaiplinary Action.

3 As set forth herein, Respondent atipulates to pay a $10,000 civil penaliy for
one violution of NAC 453D 806(3)(b)(4) for fuilingto autify the Department, of » change of
vwoership and stipulates to unwind the unautharized Docember 2017 Tranafer, in liou of
the CCB filing and eerving a Complaint for Disciplinary Action (“Complaint”) and
proceeding to a disciplinary hearing:

KN EDGEMENT. PPLL D

This Stipulation and Qrder is made and baved upon the following acknowledgements
by the Parties:

6. Red Enrth has entered into this Stipulation and Order on its own behalf and
with full authority (o resolve the elaims against it and is awarc of its rights to contest the
vinlations panding against it. These rights include the filing and service of a dinciplinary
complaint specifying the charges agninst Respondent, representalinn hy an nttorney at

Raspondent’s own expense, the right to s hearing on any violations or allegations formally
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filed, the right to confromt and crosg-exumine witnesses called o Lestify against
Respondent, the right Lo presont evidence on Respandent’s own behall, the right present
witnesses to testify on lHespundent's behalf, tha right to obtsin any other type of formal
judicial roview of this matver, and any other rights which may be sccorded to Respondent
pursuant to provisions of NRS Chapters 678A through G780, NAC Chapters 463A and
453D, the Nevada Cunnabis Compliance Regulativns ('NCCR"), and any vther provisions
of Nevada law. Red Earth is waiving all these rights by entering into this Stipulation and
Order. It the CCB. rejects this Stipulation and Order, or any portion thereof, Red Turth
reserves Lhe right to withdrow any or all waivers.

7. Should thir Stipulution and Order be rejected by the CCB or not timely
performed iy Respandent, it is agreed thal presentation to snd conagideration by the CCB
of such proposed stipulation or other documents or matters pertainiug {0 the consideration
of this Stipulation and Order shall not unfhirly or illegaily prejudice the CCB or any of ite
members from further participation, consideration, adjudication, er resolution of these
proceedings and that no CCB member shall be disgqualified or challenged for biss.

8. Respondent acknowledges that this Stipulation aad Order shall euly bocome
effective ufter the CCB hus approved iL.

9. Red Earth enters into this Stipulation and Order after being fully advised of
its rights and as to the cunsequences of this Stipulation and Order. This Stipulation and
Order emhudies the entire agreement reached hetween the CCB aud Red Earth. 1t may not
he altered, amended, or modified without the express wrtten consont of tho Partics and all
alterations, nmendments nad/or modifications must be in writing.

10, In an effort to avoid the cost and uncertainty of u discipliniry hearing, the
Parties have agreed to setile this matier, Tn sefiling thia matter, Regpandont acknowledges
that the facts contained in the paragraphs in the abave “Pertinent Facts” portion of thie
Stipulgtion and Order sre true and correct. Respondent further ackunowledgos that, if the
CCB filed and served a Complaint, the "Pertinent Facts” could be found to constitute one
or moro violations of Title 56 of NRS (NRS Chapters 678A through 678D), NRS Chapters
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463A and 463D, NAC Chapiers 453A and 463D, and/or the NCCR. with civil penalties of
$10,000, or more, per violation, and/or a revocation or suspension of each of the
Respondent’s licenses and certificates, if this matter went to an administrative hearing.

1. ‘To resolve the Administrative Action, and only for those purposes and no
other, Respondent specifically admits to the following violation with respect to CCB Case
Nu. 2021-41: une violation of NAC 463D.905(2)(h)(4) for failing to notify the Department of
a chrnge of gwnership, This violation is applicable o each licanse and certificate: C012
und RCO1Z

12.  Respondent agrees to pay a civil penalty of ten thoussnd doliars ($1.0,00M! in
consideration of the CCB's agreement to Fully resolve the Administrative Action on the
terma set forth herein. Respondent further ugrees to take correcuive action by unwinding
the unauthorized Decomboer 2017 Transfer, as set forth herein.

(3, I the CCB approves this Stipulation and Order, it shall be deemed and
econsidered disciplinary action by the Board against Red Earth.

14.  Both partics acknowledge that the CCB has juriadiciion (o consider and order
this Stipulation and Order because Respondent holds privileged certificutes/licenses
regulnted by the CCB uy of July 1, 2020, Respondend expressly, knowingly, and
intontionally waives the 21-day and/or §-day notive requirements contained in the Nevada
Open Mecting Law nnd acknowledges that this Stipulation and Order may be presented o
the CCB for its considoration and potential ratification ut the Board's meeting on July 27,
2021,
fid
i
i
lhi
1

1 Thiz $10,000 ciwil penalty aliall bie appurtinged §5,000.00 each as to {:012 and RCO12,
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STIPULATED ADJUDICATION

Based upon the above acknowledgments of the Parties and their nuntual agreement,
the Parties stipulute und sgree thut the following terms of discipline shall be imposed by
the CCB in this matter:

{5,  Viofation, Reapnndent shall be deemed to have committed vne Cetegory Il
violation, as t each and every license and certificate sef forth in Paragraph 12, ubove,
effoctive on the date the CCB nppraves this Stipulstion nad Order.

16.  Imposition and Payment of Civil Penalties. Red Earch must pay ¢he civil
penalty of ten thoussnd dollars ($10,000) set forth in this agreement within 30 duys of the
date the CCB npproves this Stipulation and Order. Should Red Earth fail to timely pay
said civil penalty, Red Earth shall be deemed to be in breuch of this Stipulutivn and Order,
deemed to bu in defyult, shall pay all amounts due under this agreement, 45 well as an
additional lute payment penalty of fifty thousand dollars (§50,000), and shall have its
licanses and certificates immedintely suspended, with such suspension remaining in place
until all amounts due under this Stipulation and Order are pzid in full (inclusive of the
$50,000 late payment penalty). CCB will enter an order of default to this effect after default
and all amounts due under (his subsection shall be immediately due and payable to CCB.
Red Eacth agrecs il cannot and will uni file uoy pelition for judicial review and/or any
action in any forum for relief from this order of default and that CCB may fle any judicial
action necessnry 1o recover the smounts owed under this Paragraph, along with its
nttorneys' ters and costs for recovery ol mounts owed, Notwithalsnding the foregoing, Red
Barth may request, in wrting, one extension to pay said civil penalty no luter than 5
business days prior to its due date, which may or may not he granted at the discretion of
CCRn Executive Director. If such an extension is granted, then failure to pay said cvi
penalty by szid extended due date shall invoke the penalties set forth in this Paragraph,
inclwling the $50,000 lute payment peunlty.

17. Plan of Correcthion. As consideration for the CCB's agreoment to fully resolve

(he Adminisirative Action, Red Earth agrees Lo unwind the unsuthorized Dee¢mbar 2017
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Transfer, Red Earth’s unwinding of the Decercher 2017 Tranafer is o material term of this
Stipulation and Qrder, Therefore, Red Earth shall cancel the aforementioned purchase
agreement of December 15, 2017, thereby unwinding the Decomber 2017 Transfer and
returning Red Earth to its original ownership structure, Red Eurth shall submit to CCB
siaff the termination agreement and any associated documents needed o accomplish this
wnwinding no later thun Tuesdsy, August 31, 2021, and CCB staff must approve said
documents before suid unwinding shall hecome effective. Once CCB staff have approved
suid dovuments, the terminativn ugreement has heen completed, and the civil penalty has
been paid, the Administrative Action shull be deemed closed yund CCB will nut require any
transfer of inturest requests to he submitted for the wnwinding of the December 2017
Tranafar.

18.  Potentin]l Future Action nppinst Reapondent. The Partier agree that,
pursuitat. to the specific facts of thiy case, the progreasive disciplinary grovisions of NAC
453D.906(4)(b) of twn years shall apply Lo the discdplinary actions herein. Said two-year
period shall commence on the date the CCD approves this Stipulation and Order. Any
addicional Category I violstions within said two-year perivd would invoke the progreasive
diveiplinary provisions of NAC 453D.905(4)(h). After said two-yeur period expires, the CCB
may still consider the compliance history of Reapondent uader NCCR 4.030(2). In addition
to the factors listed for consideration in NCCR 4.030¢2), ¢ any future disciplinary action
mwvolving the licenses and certificates of Respondant a¢ ixsue in this case, CCB will also
take into aceount and consider the fact thai Hespdndent has ¢oopergled in und negotiated
in goad faith in the resolution of CCB Case No. 2021-41.

19. Contingmney if Approval Denied. If approval of this Stipulatien and Order is
demied by CCB, Respondent and counsel for the CCB agree tn resume sertlement
negotiations in good faith and attempt 1o reach un agreemsnt to amend this Stipulation
and Order ond resubmit an amended Stipulation and Order to the CCB w review for
spproval al its next regularly scheduled mesting. If such an agreament eannot be reached,
Lhe Parties agree to proceed with & disciplinury uctivn, which shall include tho filing nnd
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service of u disciplinary complaint and a dis¢iplinary heariny hafore the CCB or its assigned
hearing officer. Should the Administrative Action procsed for the reasons set forth in this
Parsgraph, CCB preserves all its claims and arguments m the Administrative Action us
get forth i 16 Complaint (to be filed) and Respondent preservea all ite dofonses and
arguments it may assert. An unapproved Stipulation ind Order ahall not be admissible as
evidence or referenced in argument at any disciplinary hearing in CCB Case No, 2021-41
or nny other matter involving the CCB.

2.  Contingency if Approval Conditioned. If the CCB approves this Stipulation
and Order, but said approval is contingent on certain conditions, the partics will undertake
further goad faith negotiations to include said conditivns in an amended Stipulation und
Order for executivn by the CCB Chair. 1l Respondent does not agree to the certmin
comditions imposed by the COB, the parliés will undertake additional negotistions and
attempt to reach sn agreement {6 amend this Stipulation and Order and resubmil an
umended Stipulation and Oxder tv the CCB to review for approval at its next regulnyly
scheduled meeting. If such an agreement. cannot be reached, the Parties ngree to proceed
with a disciplinary action, which shall include the filing and service of & Complaint and a
disciplinary hearing before the CCB or its sssigned hearing officer. Should the
Administrative Action proceed for the reasons set forth in this Parugraph, CCB preserves
all its vlaims and arguments in the Administrative Action 88 set forth inits Complaint {to
e filed) uand Respondent preserves all its defonses and arguments it may assert, An
unapproved Stipulation and Order shall not by admissible as evidence or referenced in
argunient &t any dizciplinary hearing in CCB Case No. 2021-41 or any other matter

involving the CCB,

21, Closure of Disciplinary Actjon. Once this Stipulation and Order is fully
performed by Reagondent, the Administeative Action will be closed.
22, Communications with_CCB Members. Respondent understands that this

Stipulation anid Order will be presented fo the CCB in open seszian af n duly noticed and
scheduled CCB meeting. Respundent understands rhat the CCB has the right to decide in
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its own discretion whether or not to approve this Stipulation and Order, The CCB's counsel,
which is the Nevadn Atiorney General and its staff sttorneys, will recommend approval of
vhis Stipulation and Order, In the course of secking CCB acceptunce of this Stipulation and
Order, counsel for CCB may ¢ommunieute directly with individual CCB members.
Respundent acknowledges thar such communications may be made or conducied & parte,
without notice or an oppertumty for Respondent to be heard on its part until the puhlic
CCB meeting where this Stipulntion and Order is discussed, und that such confacts and
communicationa may include, but may not be limited to, matters concerning this
Stipulation and Order, the Adminiscrative Action and any and all information of every
nature whatseever related 1o these matters. Respondent ngrees that it has no objections
such ex parte communications, CCB agress that Respondont antl its counse] shall appear
af the CCB meeting whero this Stipulation and Order is discussed and, if requested,
respond to any questions that may be addressed to Respondent and/ur the Attorney
General's staff nttorneys: Respondent agrees that, should the CCB ducline o apprave this
Stipulation and Order. Respondent will not contest or otherwise object toany CCB member,
and/er CCB appointed hearing officer, hearing and adjudicating the Administratrve Action
bnged on the afurementioned ex parte communications with anyone fram the Novada
Attorney General's Office,

23,  Release. In execution of this agreament, Respondent, agrees that rhe State of
Nevada, the CCB, the Office of the Attorney General, and eéach of their members, stuff,
atlorneys, investigutors, experts, hearing officers, consultnnis, employees, and ngents are
immune from any liability for any decigion or action taken in guod faith 1n response to
information and data acquired by the CCHE. Respondent agrees to release the Stare of
Nevada, the CCB, the Office of the Attorney General, and each of their members, siaff,
atlorneys, investigators, experts, hearing officers, consultanis, employees, and agents from
any and all manner of actions, catuses of ncilion, ruits, debts, judgments, executions, claims
and demands whatsoever, known or unkmown, in liw or equity, that Reapendent ever had,

now has, may have or clgim o hove sguinst any and/or all of the persons; governmont
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agencies or entities named in this Purngraph, arising vut of, or hy teason of, CCB's
mvestigation of the mattors set forthin this Stipulation and Order, or the administration
of CCB Case Mo, 2021-41.

24.  No Precedonce. The Parties agree that this Stipulation and Order shall not
sonstitute s precedent for uny other insuen or proceedings before the {CB and/or mn any
other forum, other than those et forth in this Stipulation and Ovder, Furthermore, this
Stipulation and Order shall not be admissible in sany other proceeding or action with respect
to proof of fact or any other matter and/or any otber licensee and/or cannabis eatablishment
registered agent,

Notwithstanding the foregoing, the CUB.may consider the diaciplinie imposed herein
in any futuré disciplinary action against Respondent, ag required under NCCR 4.030(2),
along with the other fsctors set forth in NCCR 4.030(2), and possible progressive digupline
pursuant to NAG 453D.905 and/for NCCR 4.03% through 4,060, As every cage concerns
difforent facts and details, this Stipulution does motb act as precedence to bind CCB to
jmpose any particular pensalty, to charge or allege any particular violution, and/or to impose
any partieular disciplinary action in the future for this Respondent. or any other
respondents in another CCB case, for violations of the sime statutes andfor rogulations
addressed in this Stipulation and Order. Likewize, CCB is not bound by any pruvious
settlenient agreements it has approved in entering into this Stipulution and Order.

35.  Aftorneys' Fees and Costs. The Partics aach agree to bear their own attormeys’
fews and costs.

26,  Further Ageurnnces. The Parties shall cooperate in executing such additional
documents and performing such furither nets as may be reasonably necessary o give effect
to the purposes and provisions of this Stipulation and Order.

27.  Voluntary and [nformed Agveament. Respondent represents that its owners,
officors, and/or its directors, who are rosponaible for and able to legally bind Respondent
have read complately and understand fully the terms of thiz Stipulation and Order, that

such terms are fully understoud und voluntarily accepted by Respondent in advance of and
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as memorialized by the signing of this Stipulition and Order, and thar Respondent's
signature to thia Stipulation and Order indicates same. Respondent further represents that
il has voluntarily entered into this Stipulation and Order to make a'full, final, and complote
vompromise upon the terms and conditions set forth herein. Respondent furiher represents
that uny releases, waivers, discharges, covenants, and agreements provided for in this
Stipulation and Order have been knowingly and voluntarily granied and without nay
duress or undue influence of any nature from any person or entity. The Parties, and cach
of them, horeby oxpressly acknowledge that they are each represented by counsel of their
own choice in this matter or have had an opportunity to obtain representation by counsel
of their choice, and have been advised by counsel nccordingly.

28, Warcantive of Authority. The Parties to this Stipulativn and Order, and ench
of them, expressly warrant and représent to all other Parties that each has the full right,
title, and sufhority to enter into and fo carry oot its ebligarions hereunder, with the sole
exception of the required approval of this Stipulation and Ordar by the CCB. The Parties
also expressly acknowledge the foregoing authority.

29 Binding Effoct. This Stipulation sod Order ahall he binding apan and inure
to the benefit of the Parties hereto and the Parties’ respective suecessors, predecessors,
parents, affiliztes, shareholders, smployees, heiry, executors, sssigns, and administratars,

30,  Cuopstruchion. The headings of all Sections und Parusoyphs of this Stipulation
and Order are inseried solely for the convemente of reference and are not a part of the
Stipulation and Order and are not intended 1o govern, imit, or aad 1n the construction or
interpretation of any term or provision of this Stipulation and Order. In the avent of a
conflict berween such caption and the paragraph at the head of which it appears, the
paragraph and not such eaptiva ahall govern in the coustruction of this Stipulation and
Order.

3l Governing Low. This Stipulstion wnd Order shall ha governed by und
venstrued in accordsnce with the laws of' the State of Neveda, without reference to conflici

of law principles.
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32.  Jurisdiction and Forum Selection. The Parties consent o the jurisdiction of
the Eighth Judicial District Court of the Stuto of Nevada, in and for Clark County, to
resolve any disputes related to the terms or enforcement of this Stipulation and Order,

33,  Interpretation. This Stipulation and Order is the result of negotiations among
the Parties who have ench negotiated and reviewed it terns, [n the event a Court ever
construes this Agresment, Lhe Prrties oxpressly agree, consent, and assent that such Courl.
shall not construy Lhis Agreement vr any provision hereof against any Party as its drafrer
for purposes of interpreting any ambiguity or uscertainty in this Stipulation und Order.

34. Time is of the Eagence, Time is of the essence in the performance of all terms
of this Stipulgtion and Order.

35.  Severability. ICany pertian of this Stipulution and Qrder, or its application
thereof to any pergon or circumstance, shall he deemed ke any extent to he invalid, illegal,
or unenforcexble as & matter of law, all remaining clauses of this Stipulation and Order
und its upplication thereof ahall be not affected and shall remuin enforceslile to the fnllest
extent permitted by law,

30, Countorparts and Copies. This Stipulation and Order may be executed in
counterparts, each of which when so executed and upon delivery to counsel of record for the
Parties und/or the Partiea shall be deemed an original (“Counterparts™). This Stipulation
and Opder ahal! be deemead exacutsd when Countarparts of this Stipulation and Order have
been executad by all Lthe Parties and/or their counsel; such Counterparts taken together
ghall be deemed to be the Agreement. This Stipulation and Order may be executed by
signatures provided by electromic fiwsimile or email, which signutures shall be binding and
effective as original wet ink signaturez hereupom. All fully executed copies of this
Stipulation and Order ure duplicate originals, equally admissible in evidence,
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ORDER
WHEREAS, on 27, day of July 2021, the Nevada Cannabia Compliance Bonrd
approved and adopted all the terms and conditivns set forth in the Stipulation and Order
for Setilement of Disciplinary Action with Reapondent Red Farth, LLC,

11'IS SO ORDERED. M
SIGNED AND EFFECTIVE (W% ¢ day of /Z/ . 2021,

STATE OF NEVADA,
CANNABIS COMPLIANCE BOARD

N MICHAEL L. DOUGLAS, 2HAIR
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