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PRODUCTION AGREEMENT
Th » . j
Cervecais Production agrecment S ‘:Bf&in;iﬁtn")é made this th day of August 1998, between
: V. rporation . (hereinafter “PRODUCER"). and
, Cabo

Brewing Company, Inc., a Cali i i .
"Parties"). pany , a California Corporation., (hereinaftef “CABO BREWING”), (collectively the

———— b

RECITALS

_ . A.  PRODUCER is a brewer and marketer of }
- holds such regulatory licenses and permits as keter of beer, glc and other malt beverage products and
R : mits as arc neces : . g¢ pr

| sary to cpnduct its business.

" B.  CABO BREWING is in the business istri ‘ beer ' oducts
‘ BO \ of distributing and marketing
gnd/or holds. the nghth to TRADENAMES, logos and artwork for alct:grol beverage pg‘lt-)ducts and owes

-

: C. PRODUCER and CABO BREWIN i into
PROD!J.CE.R,"WMproduccdeABO BREWIl\IGwillpurchgesc rentod,er \Cts an agrcement whereby
o Exhibit "A" attached hereto (bereinafter “PRODUCTS”). P under the: trade names listed

1. TERM OF AGREEMENT.

Unless otherwige tennnnted earlier i i ; ;
“be 20 years from the date set forth above. as provided hc!icmaﬁer, the term of this Agreement shall

2. OWNERSHIP RIGHTS.
. 2.  CABO BREWING warrants that it is the owner of all rights, t interest i
trade_ name “of "‘PRODUCTS""_ and all trademarks, logos { artwork gociét:gex PRODtI}nCﬂTz
“(hereinafter TRADENAMES™). CABO BR_EWING hereby gr PRODUCER the non-cxclusive right
'tousetheTRADENAMES.fm'thet_ermofthlsagmcnwminco ion with the Production and packaging
of PRODUCTS, except for PRODUCERS right to sell the PRODUCTS pursuant to paragraph 3f. of this
'Agreement, solely and exclusively for sale to CABO BREWING. -

3.

: a. PRODUCER shall use certain formulas asiagreed upon from time to time between
the Parties (the "FORMULAS")to produce PRODUCTS for CABO BREWING. All PRODUCTS shall
conform to the FORMULAS andshaﬂbcmduwdmammmgcnﬂﬂly accepted brewing practices

]

and quality.st.anda.rds. . !

o b ‘CABO BREWING shall place orders at location as shall bedw1gnated for the
taking of orders in written notice given by PRODUCER to CAHO BREWING from time- to time during
the term of this Agreement. CABO BREWING shall issue deliver to the location desfgnated by
PRODUCER a written purchase order to confirm cach order plat _

¢.  Each purchase order shall provide at least;.S weeks of lead time for the completion

 of the order. Each order shall.consist of a minimum quantity ofi 100 barrels. Within 5 working days of
yeceipt of each purchase order, PRODUCER shall provide Yerd notification to CABO BREWING of the
projected date upon which the PRODUCTS ordered will be for pickup. Verificadon of the actual

. date on which PRODUCTS will be ready for pickup will be pro :ded 1o CABO BREWING one week prior.
- to such date. '

JPREPY S

: 4. Unil such time that CABO BREWING has established credit terms with
 PRODUCER, CABO BREWING will pay 50% of the purchase price before the production of PRODUCTS

—{ -

i
*.
i
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commences, and will pay the remaining 50% of the purchas . .
possession of the PRODUCTS. Onuce credit terms 1;!:ve bc:n@;msccmbzgmthe tx%2.(8?‘.{;3130 BREW]NG takes
invoices within 30 days of the invoice issuing date. : ? REWING will pay -

e. Upon completion of PRODUCTS ordered | shall
. . y CABO BREWING,
notify CABO BREWING that the PRODUCTS is completed axtq}d ready for pickup. Af;xRxg\%IxjcSEsgnll be

issued by PRODUCER to cover the order. On the date issus ke
. . ate issu .
BREWING and a copy shall be sent by telefacsimile to C woegkéhv%n‘?“glce shall be mailed to CABO

f.  Completed PRODUCTS shall be pi by CABO BREWING withi
of th date of gotficaton that the PRODUCTS i ready Tor picit, The date on which the. mevers B
tl;) ABO BI.IEW-'ING;by _telefacsimﬂe shall be deemed the date of notification. In meuggxllctc CABD
REWING either fails to pick up and/or pay for PRODUCTS fof more than 20 days after pick pracyd
payment terms are expired, PRODUCER shall obtain the full one-time rights, title and Efc D
PRODUCTS to any third party and recoup any moneys due PRODUCER. | terest to sell

A . Title and all risk of loss shall pass to CABi) BREWING i i

the PRODUCTS, whether directly or through its agent. CABO BREWING shauu?.b;m ?31?52‘&'1‘;5
possession when the PRODUCTS has been loaded onto or in the i}chicli: used by CABO BREWING or its
agent 10 pick-up the PRODUCTS. CABO BREWING shall thercafter be liable for and bear al risk of los:

or damage to PRODUCTS in transit or after transit. o Toss

b CABO BREWING shall cxchange a standhrd 40 by 48 inch wood
. - a-ll

p?lie:d plck?'upm (i,;ABO .BptyREWauIN G_.shall ;l)ay to the producing ifacility tge sum of §7 .Oolz‘m- 22%1';3&
picked up for which an epty pallet is not eft in exchange. The charges for pallets ppear '
invoices issued by the producing facility. ; g R hall ® oo e

4. PACKAGING

PP U

. CABOBREWING shall supply all dry goods and gasses and all packaging materials,
including glass, kegs, crowans, six pack carriers, cartons and labels. :

b. Except as otherwise provided herein, CAl O BREWING shall be responsible for
ensuring that the design and wording of labels, six pack carriers cartons_conform to the requirements
of any applicable Federal, State and local statutes, ordinances gnd regulations. To the extem that any
governmental ot re tory agency requires the participation of PRODUCER in obtaining appt'oval of
~ labels, PRODUCER will cooperate with CABO BREWING and provide all necessary information and

documentation, and will process application documens. ;

5. PRICING

|
. ] ' :
a. Prices shall be effective for the term of chg Agreement. _PRODUCER shall charge
" CABO BREWING the cost of utilities and manpower plus $0.5 1per case equivalent.

6. TAXES AND LICENSES. i

) 1
. a.  CABO BREWING, at its OWn 2Xpense, shaf obtain andux::temain current any and ail
jit ¢s and permits required by any governmental or regulatory agency or r any statute, ordinance
ofer:;ulaﬁon for the right to import, sell, distribute, or transport §lcoholic beverages. PRODUCER shall
cooperate and provide any information and documentation needed CABO BREWING to obtain or renew
any licenses or s to the extent such information is not otherwise in the possession of or y
available to CA%COTmBREWNG. "CABO BREWING shall, u reasonable request by PRODU E.R,
provide copics of or other satisfactory evidence of any such li or permit required in any jurisdiction

L

-
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LS

within which CABO BREWING sells, distributes or transports ;lcoholic bcvéragcs.

. b. PRODUCER shall process and
and all manufacturer’s processing fees (if applicable

7, TERMINATION QF AGREEMEN

. o a. Upon the failure of either party to thig ASTG;C fulfill terial obl '
hereunder, the party aggricved by the defa"l‘mﬂygivewﬂmothérg:r:;t;ﬂnenn?gc:mby cerﬁ?ai’ﬁ“‘m‘;ﬁs
Agreement

pay all applicable manufacturer’s taxes (if applicable)

of the default. Notice shall state specifically the aggri pam( intenti rminate
. 1 ggricved s i i
}nnt:: event of continued default. If, after 30 days from the date of such %ﬁtgeteﬂ:e clcfugl's '
2 or rcfﬁxses to remedy a default capablc of being remedied, q‘r has failed or ;‘eﬁxm to ey Bz
. compensatton ‘for a default not capable of being remedied, this Agreement may be tv:rxninaml:la yhnmreaso_namble
by‘v?nm:n-tn?uge_ given o the defaulting party by certified mail, not later than 60 days after the >
original notice of default. Such termination shall be without prejudi o o ofte
~ aggrieved party may have against the defaulting party. .
' ' b. Eitherpartyshallhaveﬂ]cright,atimopn&l'; to termina; “Agreemm iving
notice to the other party at least five business days before the tctix;inadon is “t)c b?csffective ift b g

: - i. The other shall be adjudi ; :
defined in 11 USC Section 101G32)); adjudicated or become a bankrupt (as that term is

: -ii. The other party shall file a Vol: _petiti nde
reorganization or insolvency law; m petiton under any bankruptcy,

1

_ m The other party shall apply for orjconsent to appointment of a trustee or
receiver to take possession of all or substantially all its assets; :

iv. The other. party shall consent to,ior shall file an answer admitting the
jurisdiction of the coart and the material allegations of, an involunjary petition filed under any bankruptcy,
reorganization, or insolvency law; ;
V. Any pfocccdings of bankruptcy, feorganization, or imsolvency shall be
commmenced against the other party and not be dismissed within 60 calendar days after commencement;

vi.  The otber party shall make any assignment for the benefit of creditors, other
" arrangement or composition under any laws for the benefit of insolvents;

vil. Any order shall be entered under any bankp:ptcy. reorganization, or
insolvency law of any jurisdiction, and shall not be dismissed or;stayed within 60 calcndar days after its
entry (a) approving an involuntary petition seeking an arrangement with the credjtors of the other party,
(b) approving an involuntary petition secking reorganization, or ‘gc) appointing any receiver of trustes of -

~ all or a substantial part of the property of the other party;

viil. A trustee or receiver shall be aipointed to take possession of all or
substantially all asscts of the other party and shall not be 1 issed within 60 calendar days after

appointment; or :

ix.  Any writ of attachment, garpishment, or execution shall be Jevied against all

or substantially all assets of the other party, or all or substantiaily all assets of the other party shall be

subject to any attachment, garnishment, execution, or other judicial seizure, and shall not be runpved,

" released, or bonded within 60 calendar days after the date of : attachment, garnishment, exccution or -
1

-3~ ;
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other judic}ial.seimi-c.

.

c. In the event of termination of this A ccxxﬁ:nt for reason wha
and continuing rights and obligations under it shall terminirte, except: = u whatoever, all Rure
i CABO BREWING shall remain obljgated to pay all sums due at the time of

termination of the Agreement;

i .
ii. - CABO BREWING shall for al} PRODUCTS adhering standards
~described in 3.a, ordered prior to the date of tcrminatig:yof th:lfkgrecmcnt; and o the

A : iii. =~ CABO BREWING shall pay the |cost incurred by PRODUCER fi
packaging, including that which PRODUCER has in its inveptory or has oxt',gcred prior to theo l.d::tnc:

notification of termination is given, that bears the TRADEN or for any other reason cannot be
utilized by PRODUCER to package other PRODUCTS. Such packaging shall become the property of

CABO BREWING.
8.  RELATIONSHIP OF THE PARTIES. 3

CABO BREWING and PRODUCER are lm!tpénde'm contractors under this Purchase
Agrecment and no agency, joint venture or partnership is created between the parties. Neither party has
the right to incur any liabilities on behalf of or binding upon the lother party.

9.  INDEMNIFICATION. :

a. CABO BREWING shall indemnify, defend hold harmless PRODUCER, and its
officers, directors, shareholders, employees, agents and rep tives, against all liability, demands,
claims, costs, losscs, damages, recoverics, scttlements, and expenses, (including interest, penalties,
attorpey fees, ‘accounting fees, expert witness fees, costs, and othgy rc}atcd expenses) directly or indirectly
arising from or refated to the acts or omissions of CABO B G, its agents, employees, subcontractors
or other persons or cntitics acting under the direction or confrol of CABO BREWING, its agents,
employees, or subcontractors, including, but not limited to, any claims against PRODUCER for actual or -
alleged infringement of any trade rights, tite and interest in the rade name.

‘ -
b. PRODUCER shall indernnify, defend and hold harmless Cz}liil) EammG and its
directors, shareholders, employees, agents and repr tives, agains ! , demands,
ggi:srs-mts losses, damages, recoveries, settlements, and cxpenscs, (including mxctrlwtor po.-,nzllnesy
w fees "accounting fees, expert witness fees, costs, andmhqrelawdexpenies) directly Mwuor
arising from ‘or related to the acts or omissions of PRODUCER, its agents, cmployees, subcontrac

other persons Of entities acting under the direction or control of ?RODUCER. its agents, employces, or |

subcontractors.
10. INSURANCE.
a. CABO BREWING shall obtain and mai

i a‘mmsmm‘imoggoﬂgé
e . 1
;reement a comprehensiv general liability insurance policy providing for coverage of at least $1,000,
:;)%reach occaurrentx. CA’BCQ) BREWING shall fumi;h'to PE(:;D_U fulla m cvﬁcwmth; fact that
insurance described in this paragraph has been o tained and is 1 effect, remiums
dz;reon have been paid and that such insurasce cannot be ca‘mcled without prior written notice to

PRODUCER. 4 i
' b. PRODUCER shall obtain and maintain at times during the term of this Agreement

) - 3 3 .
iability insurance policy providing for coverage ofjat least S},OOO,QOO for each occurrence
Ei%?)%%& shtz.ll be mmd!:l as an additional insured such policy of insurance. PRODUCER

= l
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other judicial seizure.

c. In the event of termination of this Agrecmént for reason whatsoev
and continuing rights and obligations under it shall terminate, e)iccpt: i cr. all fumre

» i.  CABO BREWING shall remsin obljgated to pay all sums due .
termination of the Agreement; lﬁg pay at the time of

ii. . CABO BREWING shall pay for al} PRODUCTS adhering to the standards
described in 3.a, ordered prior ta the date of termination of th:u Agreement; and
|

o il CABO BREWING shall pay t.hcicost incurred by PRODUCER for all
packaging, including that which PRODUCER has in its inveitory or has ordered prior to the date
notification of termination is given, that bears the TRADEN or for any other reason cannot be

utilized by PRODUCER to package other PRODUCTS. Such packaging shall become the property of
CABO BREWING. P P

8.  RELATIONSHIP OF THE PARTIES. i ,
CABO BREWING and PRODUCER are i.ndepéndent contractors under this Purchase
Agreement and no agency, joint venture or partnership is created between the parties. Neither party has
the right to incur any liabilities on behalf of or binding upon the other party.

9.  INDEMNIFICATION. :

1

a. CABO BREWING shall indemnify, defend hold harmless PRODUCER, and its
officers, directors, shareholders, employees,; agents and rep tives, against all liability, demands,
claims, costs, losses, damages, recoverics, settlements, and expenses, (including interest, penalties,
attorpey fees, accounting fees, expert witness fees, costs, and othay related expenses) directly or indirectly
arising from or related to the acts or omissions of CABO B G, its agents, employccs, subcontractors
or other persons or cntitics acting under the direction or corirol of CABO BREWING, its agents,
employees, Of subcontractors, tncluding, but not limited to, any claims against PRODUCER for actual or -
alleged infringement of any trade rights, title and interest in the frade name.

4 -
b PRODUCER shall indemnify, defend and hold parmless C?Bag ?Itl;fl?;fyING and its
directors, shareholders, employees, agents and tives, agains lial , demands,
glf:igsr’s,wm' losses, damages, recoveries, fesgﬂcmems;nand qz;;edn:;sé (includil;g mtl;?tm penaltwsy
\ ing fees, expert witness , costs, other expenses) direc indirectl;
arising from m%ung the acts or omissions of PRODUCER, its agents, employees, subcontractors or

other persons of entities acting under the direction or control of ?RODUCER. its agents, employees, or |

subcontractors.
10 INSURANCE.

a. CABO BREWING shall obtain and maintin at all times during the term of this

eement a COTPT ial i of at least $1,000,000
: ehensive g lability insurance policy pro ing for coverage Ol >

?greach occam'reme. CARO BREWING shall furnish to PRODU [ER a certificatc cudcxtlgzg th? fact that
be dcscﬁbcdmmhpﬁagraphhasbwnobminodandmgnfunforopandeﬁqct, t the presoiiums
have besn paid and that such insurance cannot be cainoclcd without prior written

PRODUCER. | 3
' p. PRODUCER chatl obtain and maintain at al} times during the texna of this Agreement

' i i idi 000 for each .
' iability insurance policy providing for coverage at least S} ;000
ﬁ%%m(} shtle be mtudg?l as an-additional insured such policy of insurance. PRODUCER

~~ 1
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shall furnish to CABO BREWING a certificate evidencing the fact that the insurance described in this
paragrap

h has been obtained and is in full force and effect, that CABO BREWING has been ntamed as an
additional insured, that the premiums thereon have been

: paid asd that such insurance cannot be canceled
without prior written notice to CABO BREWING. :

11. FORCE MAJEURE.

4
If PRODUCER fails to perform its obligations bedmuse of strikes, lockouts, labor disputes,
- embargoes, acts of God, inability to obtain labor or materials or reasonable substitutes for labor or
materials; governmental restrictions, governmental regulations, ggvernmental action, judicial orders, encnny
or hostile governmental action, civil commotion, fire or other , or other causes, except financial,
beyond the reasonable control of PRODUCER, then PRODUCER'’s performance shall be excused for a
period equal to the period of such cause for failure to perforth as long as PRODUCER gives CABO
BREWING notice, in writing by certified mail, within three (3) business days after the event causing the
failure.

12. ARBITRATION.

. Any controversy, claim or dispute arising out of this Agreement or the breach of any
provision herein shall be settled in arbitration in accordance with the rules of the American Arbitration
Asgociation. Notwithstanding the foregoing, the parties hereby agree that in the event of arbitration, each
party may conduct discovery and the provisions of Code of Civil Procedure, Section 1283.05 shail apply.
The prevailing party to such arbitration shall be entitled, in additi to such other relief as may be granted,
to reasopable attorney’s fees. The award rendered by the arbjtrator shall be ﬁnaland binding. The
arbitration proceedings shall be conducted in the County of Oraige, State of California.
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13.  NOTICES.

All notices and other communications under this A"'grcemem shall be i iti
delivered personally, telegraphed, telexed, sent by facsimile transmission 11 Writing and shall be

: < Or sent by certified, registered
or express mail, postage prepaid. Any such notice or other communication shallbge d o

. 3 ) cemed given: (a)
upon actual delivery if presented personally or sent by prepaid telegram or telex or facsimile
transmission and (b) three (3) business days following deposigait in the United States mm‘;’y if sent by
certified, registered or express mail, postage prepaid, in each case to the following address:

If to PRODUCER: Joel Lopez Corona
President ;
Cerveceria Mexicana S.A. de C.V.
Boulevard Morelos #750 !
Tecate B.C, Mexico 21430

If to CABO BREWING: Federico G. Cabo
President
9657 E. Rush Street
South El Moots CA 91733

Crmesm e =

. Notice of any change in any such address shall also be given inthé manner sct forth above. Whenever the
giving of notice is required, the giving of such potice may be waived by the party entitled to receive such

notice.
14. ASSIGNMENT
n/a

1s. AMENDMENTS AND WAIVERS.

cept as ificall vided for herein, this Agreement may be amended, superseded,
canceled, rcaevls?:;i glr) emm. and);hcpr?crms hereof may be WaiY?el?., only by a written instrument ﬂz:;gned
by the parties hereto or, in the case of a waiver, by the party weiving compliance. No delay onthc pa;t
of any party hereto in exercising any right, power or privilege hergunder shall operate as a walver sggle
Nor shall any waiver on the part of any party hereto of any such gight, power or privilege, g;r ang' Stogle
or partial exercise of any such right, power of privilege, pmcl‘pdc any farther exercise thereo
exercise of any other such right, power or privilege. ‘

16. SEVERABILITY: HEADINGS: GOVERNINGLAW: COMPLIANCE

isi ; berein are found to be illegal or
In the event one or more of the provisions contained b e ]
unenforceable in any respect, the legality and enforceability of thc:rcmammg pmvmxo:ls of this W
shall not be affected. The headings of this Agreement arﬂt‘;c p;owc}ecfl tt;: ;:af::e::e(:: glifzima jrhlsBoth -
all b rned by and construed in accordance with aws|o X . '
Myg:;;e to (tl)g all things reasonably necessary in order to comply with all laws and regulations.
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!
In witness whercof, the parties have caused this Agrecnient to be signed by their duly authorized
and cmpowered officers or representatives as of the date first aBove written.

Cabo Brewing Company, Inc.
9657 E. Rush Street

South EI Monte, CA 91733

';
Cerveceria Mexicana S.A. de C.X. ;
Boulevard Moreclos #750
Tecate B.C., Mexico 21430 \
BY: L < dp—-s‘,,'
Joel Lopez Corona !
ident
;
|
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Bandido |
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RECORDED: 09/25/2000

EXHIBIT “A”
PRODUCTS
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