SETTLEMENT AGREEMENT AND RELEASE

This Settiement Agreement and Release {this “Agreement™) is made effective on the date
last execuied herein (*Effective Date”) by and between Environmental Research Center (“ERC™)
and Source of Health Inc. (operating under the names Dr. Clark Store and Self Health Resource
Center) (“SCH™). ERC and SOH are hereinafier referred (o collectively as the “Parties”. The
Parties agree as follows:

1. This Agreement is limited 1o this Matter, which is defined as all claims and allegations
related to the Notice of Vialations of California Heall: & Safety Code §25249.5, ef seg. (also
known as “Proposition 657) that ERC served on SOH on Aprii 15, 2011 {the “Notice™), and the
following products identified in the Notice, namely (the “Covered Products™).

Self Health Resouree Center Dr. Clark Store Uva Ursi

Self Healih Resource Center Dr. Clayk Store Super W Blend
Self Health Resonrce Center Dr. Clark Store Valerian Root
Scif Henlth Resonrce Center Dr. Clark Store Watercress
Self Health Resource Center Dr. Clark Store Fenu-Thyme
Self Health Resource Center Dy, Clark Store Bardock Root
Scif Health Resource Center Pr, Clark Store Super Y Blead
Self Health Resonree Center Dr. Clark Store Pou d* Arco

2. Nothing in this Agreement shali be construed as an admission of SOH of any fact, issue
of law, or viclation of law. The Parties agree that this paragraph shall not diminish or otherwise
affect the obligations, respensibilities, and duties of the Parties under this Agreement.

i In consideration of the following covenants of SOH, and the other cenditions comained
in this Apreement, ERC releases SOH as set forth in Paragraph 7 below:

a, SOH agrees that all Covered Products produced and offered for sate in California
{ond for sale to a third party for retail sale in California) after May 1, 2012, shall comply with
Proposition 65.

b. SOH shall conduct Lead festing of at least one (1) randomly selected sample of
cact: lot of the Covered Products (in the form intended for sale 1o the end-user) to ensure thai the
Products comply with Proposition 65, which at the time this Apreement is wrilten means the
daily exposure of Lead is no more than 0.5 micrograms when the maximum nvmber of servings
is taken as directed on the Covered Products” label. The first test shall comimence no later than
May 1, 2012, All testing done pursuant to paragraph 3.b. is to be performed by a treined
laboratory technician at the SOH facility using the PerkinElmer Optima 2000 ICP-OES
spectromeler upgraded with Optima 8000 sofiware, or comparable equipment.

c. SOH shall conduct addiiional Lead testing of at least one (1) randomly selected
sample of each lot of each of the Covered Products {in the form intended for sale to the end-user)
to ensure reliability of the results obtained using the Cplima 2004 ICP-OES spectrometer
npgraded with Optima 300{ software, or comparable equipment. The first test shall commence



no later than May 1, 2012, All testing done pursuant to 3.¢. is ta be performed by a laboratory
certified by the California Environmental Laboratory Accredilation Progrom for the analysis of
heavy melals or a laboratory that is approved by, accredited by, or registered with the United
States Feod & Drug Administration for the analysis of heavy metals, Testing under this section
shall be performed vsing Inductively Coupled Plasma-Mass Specirometry {ICP-MS) and closed-
vessel, microwave-assisied digestion employing high-punty reagents, or ather testing methods
recommended at the time of the testing by the California Attorney General's Office, or any other
testing method agreed upon in writing by the Parties. Testing pursuant o paragraph 3.c. shall
continue untif at least one (1) lot of each of the Covered Products has been tested and compared
to test resulis from testing conducled pursnant to paragraph 3.b.

d. The pariies acknowledge receipt of information from PerkinElmer that SOH is the
first company in the United States to purchase and use the Optima 2000 upgraded with Optima
3000 sofiware, or comparable equipment, for the purpose of Lead testing and that it is in the
public’s interest to conduct testing of, and verify the accuracy of the Optima 2000 upgraded with
Optima 8000 software, or comparable equipment, for potential use by other companies whose
objective is compliance with Proposition 65.

e The method of selecting samples for testing under paragraphs 3.b. and 3.c. shall
comply with the regulations of the Food and Dnig Administration as set forth in Thle 21, Part
111, Subpari E of the Code of Federal Regulations, including section 111.80(c).

fl SOH shall retain copies of its test data from the date testing commenced and shall
provide all test data to ERC upon fifieen {15) days of receipt of said data afier conducting the
required testing as set forth above. The requirement to provide all test data to ERC shall cease
afier one year from the Effective Date.

4. In full and final satisfaction of civil penaltics, payment in liew of furiher civil penalties,
ERC’s expenses and costs of investigation, and ERC’s atterney fees, SOH shall make a total
payment of $5G,000 (*Total Settlement Amount™). Sections 4.a-4.e below describe the agreed
partition and timing of payments of the Toia! Settlement Amount.

a. As a portion of the Total Settlement Amount, $4,000 shail be considered a civil
penalty pursuant to California Health and Safety Code §25249.7%(b)(1). ERC shall remit 75%
($3,000) of the civil penaliies to the Cffice of Envirenmental Health Hazard Assessment
("OEHHA") for deposit in the Safe Drinking Water and Toxic Enforcement Fund in accordance
with California Healih and Safety Code §25249.12(c). ERC will retain the remaining 25%
{$1,000) of the civil penalty.

b. As a portion of the Total Setilement Amount, $16,000 shall be considered a
payment to ERC in lieu of further civil penalties for activities such as (1) funding the
investigating, researching and testing of consumer products that may contain Proposition 65
listed chemicals; (2) funding grants to California non-profit foundations/entities dedicaied to
public kealth; (3) funding the ERC Eco Scholarship Fund for high school students in California
interested in pursuing an edocation in the field of environmental sciences; (4) funding ERC’s
Operation Education Program designed to provide fimding 1o educators in the State of Califomia



public school system for crealive and effective environment and environmental sciences teaching
projects; (5) funding ERC’s Voluntary Compliance Program to work with companies not subject
to Proposition 65 to reformutate their prodocts to reduce polential consumer exposures to
Proposition 65 listed chemicals; (6) funding ERC’s RxY Progmam to assist various medical
personnel to provide testing assistance to independent distributors of various products; (7
funding ERC’s Gol Lead? Program to assist consumers in testing products for lead content; (8)
funding post-settlement monitoring of past consent judgments; (9) funding to maintain ERC’s
database of lead-free products, Proposition 63-compliant products and contaminated products;
{10) funding 1o track and catalog Proposition 63-compliant, contamination-free sources of
ingredients used in the products ERC tests; (11) funding ERC's Cancer Scholarship Fund; and
(12) funding the continued enforcement of Proposition 63 matters which address contaminated
ingestible products, similar to the subject matter of this Action,

c. As a portion of the Total Settlement Amount, $15,000 shall be considered a
reimbursement to ERC for its reasonable investigation costs associated with the enforcement of
Proposition 65 and other expenses and costs incurred as a result of investigating, bringing this
matier to SOH’s attention, and negotinting a settlement in the public interest,

d. As a portion of the Total Settlement Amount, $135,000 shalt be considered o
reimbursernent to ERC for its attomey fees.

e. Within 5 days of the Effective Date, SOH shall pay ERC the sum of thirteen
thousand dollars, (813,000.00); within 35 days of the Effective Date, SOH shall pay ERC the
sum of thirteen thousand dollars {513,000.00); and for the next 8 months, due on the 1* day of
each mouth, SOH shall pay ERC the sum of three thousand dollars (33,000} by checks made
payable to “Environmental Research Center” and sent by first-class registered or certified mai,
or overnigi delivery, to ERC’s counsel Karen A. Evans at the Law Office of Karen A. Evans. A
5% annual interest rate shall apply to payments received between 7 and 30 calendar days past
due, In the event that any payment owed under this Agreement is not remiited on or before the
30" calendar date past its due date, SOH shall be deemed to be in default of its abligations under
this Agreement and al! future payments shall become immediately due and payable. In the event
that the ownership of SOH changes hands, all future payments become immediately due and
payable,

£, Oskar Thorvaldsson shall execute a personal guarantee on the payment
obligations of SOH under this Agreement.

. As a further condition to this Apreement, SOH shall provide informaticn and
documentation reascnably requested by ERC to assist ERC in its efforts fo seek compliance with
Proposition 63 by San Francisco Herb & Natural Food Company and Mountain Rose, Inc. Such
information and documentation shall include, but not be limited to the specific amount of these
Companies’ products used in the Covered Products, representations as to Lead content made by
these Companies to SOH, Invoices, Packing Slips, Contracts, and Indemnity Agreements.

5. SGH shall bear any and all of its own cosis, expenses, and attorney fees related to this
maiter.



. In consideration of the following covenant of ERC, and the other conditions contained in
this Agreement, SOH releases ERC as set forth in Paragraph 9 below:

7. ERC acting on ils own behalf releases SOH from all claims for violations of Proposition
&5 up throogh the Effective Date based on exposure to Lead from the Covered Products as set
forth in the Notice.

8. The Parties hereby stipulntz that this Settfement Agreement & Release applies only to
SOH, and not to any other eatity upsiream or downsiream of the company, including but not
limited to San Francisco Herb & Natural Food Company, dba Nature's Herb Company and
Mountain Rose, Inc. or any of their parents, subsidiades, affiliates, divisions, or subdivisions.

9, ERC, on iis own behalf, on one hand, and SOH, on the other hand, release and waive any
claims they may have against each other, and their officers, directors, employees, agenis,
representatives, and attorneys (the “Releasees”) for all actions or siaterents made or undertaken
by the Releasees in the course of seeking or opposing enforcement of Proposition 65 in
connection with the Notice.

10.  Nothing in this Release is intended to apply to any occupational or environmental
exposures arising under Proposition 65, nor shall it apply to any of SOH's producis other than
ihe Covered Products.

il.  Nothing herein shall be construed as diminishing SOH's continning obligations to
comply with Proposition 65.

12, Noaction to enforce this Agreement may be filed by ERC, unless ERC notifies SOH of
the specific acts alleged 10 be in breach of the Agreement at least sixty (60) days before filing
and serving any such action. Any notice to SOH must contain (1) the name of the product; (2)
ihe lead content of the product, with a copy of the analytical results and description of the testing
methodology; (3) specific dates when the product was sold in California; and {4) the store or
other place at which the product was available for sale to Californiz consumers. Within forty-
five (45) days ef receiving the notice deseribed in this paragraph, SOH shall either (1) withdaw
the product from sales in California, (2} provide the appropriate Proposition 65 waming for the
product, or (3) refute the information provided under this paragraph. Should the partics be
unable to resolve the dispute, ERC may take approprinie action to enforce this Agreement.

13.  Afier exccution of the Agreement, ERC will submit to the California Attorney General a
Repori of Setilement. In addition, ERC will provide to the California Attomey General the fully
signed copy of this Agreement. The Parties acknowledge and agree that the Parties shall provide
as much information as is reqoested by the California Attorney General, or any other
governmenial agency, regarding this Maiter, its settlement, and this Agreement.

14, This ﬁgreement contains the entire agreement baiween the Parties with regard to
scttlement of this Matter, and supersedes and replaces any and all prior or contemporaneous
agreements or understandings, written or oral, with regard to the maiters set forth in this



Agreement. This Agreement may be amended or modified in whole or in part at any time only by
an agreement in writing executed by all parties to this Agreement.

15.  This Agreement shall be binding upon and shall inure to the benefit of the Parties and
their respective owners, principals, shareholders, officers, directors, employees, agents, servants,
heirs, execulors, successors, and assigns,

16.  No inference, assumption or presumption shall be drawn, and no provision of this
Agreement shall be construed against any of the Parties, based upon the fact that one of the
Parties and/or one of the Parties” attomeys prepared and/or drafied ail or any portion this
Agreemeat. It is conclusively presumed all of the Parties participated equally in the preparation
and drafting of this Agrecment.

17. Il any provision, tenn or seclticn of this Agreement is found to be invalid, illegal or
unenforceable, all remaining provisions, terms or sections shall continue in fult foree and effect
and remain binding on the Parties. If any provision, term or section of this Agreement is
determined to be unenforceable, such provision, term or section may be modified so that the
unenforceable provision, term or section is enforceable to the greatest extent possible,

18.  This Agreement shail be deemed to have been entered into in the State of California, and
governed and interpreted by the laws of the State of California, regardless of the physicat
locations of the individvals executing this Agreement at the time of execution.

19, Any legal action to enforce this Agreement shatl be brought in any connty of the State of
California, any of which is deemed to be the proper venue for such legal action. The prevailing
party in any such legal action shall be entitled to recover for its atiomey fees in addition to any
other legally recoverable costs.

20, This Agreement may be signed in counterparts, and each counterpart, as well as any
facsimile, e-mail or other copies of this Agreement or any counterparts, shall be deemed to be an
originai,

21.  Each of the individuals who exccute this Agreement represents and warrants they have
the authority to execuie this document and bind the party for whom they execute to the terms and
conditions of this Agreement.

DATED: SOURCE OF HEALTH, INC.

By:

Print Name:
Title:




DATED: %’%f& ENVIRONMENTAL RESEARCH CENTER




