August 27, 2019

ATTN: WILLIAM & DONNA SMITH
ACE CITY HARDWARE

71594 CALIFORNIA CITY BELVD.
CALIFORNIA CITY, CA 93505

RE: LETTER OF INTENT TO PURCHASE ACE CITY HARDWARE WITH
REAL PROPERTY LOCATED AT 7594 CALIFORNIA CITY BLVD.,
CALIFORNIA CITY, CA 93505.

Dear Mr. & Mrs. Smith:

My office represents MICHAEL J. ELLISON , or his assignee (the “Buyer™). in connection
with his interest in acquiring the real property consisting of approximately 9 66 acres of land
located at 7594 CALIFORNIA CITY BLVD., CALIFORNIA CITY, CA 93505 (the “Property™),
and the assets of the business commonly known as ACE CITY HARDWARE being operated on
the Property (collectively the “Business Assets™). For purposes of this LOIL the Property and
Business assets may be referred to as the “Project.” Below please consider the terms and

conditions upon which Buyer 1s willing to purchase the Project.

1. BUYER: Buyer of the Property shall be KERN RIVER GROUP,
LLC, a California Limited Liability Company; Buver of
the Business Assets shall be a newly formed California
Corporation.

x. SELLER: WILLIAM & DONNA SMITH as Trustees of
WILLIAM AND DONNA SMITH LIVING TRUST,
and/or any other entity/individual having an ownership
mterest in the Property or Business Asserts.

3. PURCHASE PRICE: $3.,500,000 mil for the entire Project, which includes
the cost of inventory estimated at 51,500,000,

4. ALLOCATION: The Purchase Price shall be allocated between the
Property and Business Assets as to be determined by
Buver in Buyer's sole and absolute discretion:

BUSINESS ASSETS: The Business Assets shall include all franchise
mterests, contracts, customer lists, operational manuals,
copyrights, patents, trademarks, trade names, leasehold
improvements, furniture, fixtures, and equipment,
including any vehicles and machinery, of the ACE
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&. SELLER FINANCING:

i OPENING OF ESCROW:

8. ESCROW DEPOSIT:

9. CLOSING:

10. CONTINGENCIES:

CITY HARDWARE busmess being operated by Seller
on the Property.

Seller to carryback the sum of 32500000 @ 8%
mterest with mterest only payments payable for a period
of two (2) years commencing thirty (30) days following
close of escrow with a balloon payment at matunty.

Within three (3) days of an executed purchase
agreement for the Property and Business Assets.

325 ,000.00 deposit upon opening escrow.

Thirty (30) days after waiver of all of Buyer's
contingencies. At Closing, Buyer to have paid off n full
all balances owed with John Deere Financial, account
#510001642994 and Wells Fargo contract #301-
02395159-001.

Buyer's obhgation to purchase the Project shall be
conditioned upon the following:

(a) The Property shall have appraised for the
amount allocated 1n the purchase agreement;

(b)  Approval of all hcenses and permuts with the
City of Califormia City for the operation of
business;

(c) Assignment of all coniracts and approval of
Buyer as a franchisee of Ace Hardware;

(d)  Title to the Property shall be transferred to
Buyer free and clean of all hens and
encumbrances, except for utlity easements and
property taxes not yet due;

(e) Title to the Business Assets shall be ransferred
to Buyer free and clear of lens and
encumbrances;

(£ Buyer’'s review and approval of all contracts and
leases affecting the Property and/or Business
Assets. Buver to accept and approve existing
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11.

13.

14.

CLOSING COSTS:

PROBRATIONS &
ADJUSTMENTS:

INDEMNIFICATION:

COVENANT NOT TO
COMPETE:

PURCHASE AGREEMENT:

contracts and leases mm Buyer's sole and
absolute discretion;

{(g)  Buyer's review and approval of all physical
charactenisties of the Property, includmg but not
limited to all environmental matters;

(h) Property and Busmess Assets to be in
substantially the same condition at elesing as
they were upon opening escrow;

(1} Other contingencies as may be customary
mcluded m such transactions.

All contingeneles shall remain mn effect until and unless
Buyer waives the same in wnting. In the event Buyer's
contingencies have not been safisfied 1n wnting, then
Buyer shall be entitled to receive a full refund of all of
Buyer s deposit in escrow, less Buyer's share of escrow
fees and costs.

Escrow fees and costs shall be 50/50. Seller shall pay
for the cost of an ALTA title policy as well as recording
fees and document transfer tax in connection with
transfer of title to the Property to Buyer.

All property taxes, rents, deposits, and other costs shall
be prorated through escrow. Any gift cards sold by
Seller and not yet used by any customer shall be
eredited to Buyer at closing.

Seller shall defend and mdemmfy Buyer from and
against any and all claims, damages, or lhiabilities
arising during Seller’s ownership of the Property and
Busmess Assets, meluding but not linited to clams
related to any hazardous material on the Property.

Seller, and its prinecipals, agree for a penod of five (5)
vears and throughout the County of Kem not to
compete with Buyer in the operation of a hardware store
smmular to business being sold to Buyer.

Immediately upon execubion of this Letter of Intent,
Buyer and Seller shall work in good faith to enter into
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