‘ DEPARTMENT OF PLANNING AND COMMUNITY DEVELOPMENT
1010 10™ Street, Suite 3400, Modesto, CA 95354

Planning Phone: (209) 525-6330 Fax: (209) 525-5911
Building Phone: (209) 525-6557 Fax: (209) 525-7759

July 7, 2022

MEMO TO:  Stanislaus County Planning Commission
FROM: Department of Planning and Community Development

SUBJECT: AMENDMENT OF THE DEVELOPMENT AGREEMENT (DA) FOR USE
PERMIT AND DEVELOPMENT AGREEMENT NO. PLN2020-0036 - THE
PEOPLE’S REMEDY

This item was originally scheduled to be heard at the June 16, 2022 Planning Commission
meeting; however, the meeting was cancelled due to lack of a quorum. The June 16, 2022
Planning Commission Memo is provided as Attachment A of this memo.

RECOMMENDATION

Staff recommends the Planning Commission recommend that the Board of Supervisors approve
the subject application as outlined in Attachment A — June 16, 2022 Planning Commission
Memo.

Attachments:

Attachment A - June 16, 2022 Planning Commission Memo



‘ DEPARTMENT OF PLANNING AND COMMUNITY DEVELOPMENT
1010 10™ Street, Suite 3400, Modesto, CA 95354

Planning Phone: (209) 525-6330 Fax: (209) 525-5911
Building Phone: (209) 525-6557 Fax: (209) 525-7759

June 16, 2022

MEMO TO:  Stanislaus County Planning Commission

FROM: Department of Planning and Community Development

SUBJECT: AMENDMENT OF THE DEVELOPMENT AGREEMENT (DA) FOR USE
PERMIT AND DEVELOPMENT AGREEMENT NO. PLN2020-0036 - THE
PEOPLE’S REMEDY

PROJECT DESCRIPTION

This is a request to mutually amend the adopted Development Agreement (DA) to eliminate the
Community Benefit Contribution and modify the payment rates for the Community Benefit Rate
for Use Permit and Development Agreement No. PLN2020-0036 — The People’s Remedy.
Approved by the Board of Supervisors on August 25, 2020, the Use Permit allows for operation
of a commercial cannabis retail business at 1119 Lone Palm Avenue, between Woodland and
Kansas Avenues, west of State Route 99, in the Modesto area. The Board of Supervisors
report, along with July 16, 2020 Planning Commission Staff Report and executed DA, is
provided as Exhibit A of this report (see Exhibit 1 — August 25, 2020 Board of Supervisors
Agenda Report with Attachments).

DISCUSSION

As required by Section 6.78.060(A)(2) of the Stanislaus County Code, prior to operating in the
County, permittees of each commercial cannabis activity are required to enter into a
development agreement, as specified in Title 22 of the Stanislaus County Code, with the County
setting forth the terms and conditions under which the commercial cannabis activity will operate.
Title 22 specifies that the Planning Commission shall consider the proposed Development
Agreement (DA) and provide a recommendation to the Board of Supervisors. The
recommendation shall include the Planning Commission’s determination on whether or not the
DA:

a. Is consistent with the General Plan and any applicable specific plan.

b. Is compatible with the uses authorized in, and the regulations prescribed for, the land
use district in which the real property is or will be located.

c. Is in conformity with and will promote public convenience, general welfare, and good
land use practice.

d. Will be detrimental to health, safety, and general welfare.

e. Will adversely affect the orderly development of property or the preservation of property
values.

f. Will promote and encourage the orderly development of the proposed project by
providing a greater degree of requisite certainty.

Two components of each DA for commercial cannabis operators were Community Benefit Rate
fees, collected to be used for enforcement activities of illegal cannabis activities throughout the
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County, and the Community Benefit Contribution, collected to be distributed to local community
charities and to be utilized for public improvement projects. The approved DA included, a
Community Benefit Contribution that ranges from $61,200 to $71,800 over the first five years,
and a Community Benefit Rate ranging from $600,000 to $700,000 over the first five years or
8% of gross receipts, whichever is greater. The ranges begin at a base amount negotiated
between the County and Operators and increases in 5% increments over the life of the DA.

On May 3, 2022, the Board of Supervisors approved termination of the collection of Community
Benefit Contribution Fees from approved cannabis businesses in the unincorporated area and
amended the Community Benefit Contribution Program. The termination was based on
feedback from commercial cannabis operators requesting staff review the program in response
to market conditions. The new program includes a menu of options for direct contributions by
operators to give back to the community. Operators will donate at their discretion during the
year and the County will verify contributions as part of the annual business inspection and audit
process.

Due to poor cannabis market conditions, the County and the operators of The People’s Remedy
(Mark Ponticelli) have agreed to mutually modify the DA. The modification would eliminate the
Community Benefit Contribution section of the DA upon conclusion of the operator’s 2022 and
2023 payments. Additionally, the modification would lower the Community Benefit Rate for the
years 2022 and 2023 to $331,270 or 8% of gross receipts, whichever is greater (see Exhibit 2 —
Draft First Amendment to Development Agreement).

In accordance with Title 22 of the Stanislaus County Code, and Government Code Sections
65868, a DA may be amended by mutual consent provided a public hearing is noticed and held
by both the Planning Commission and the jurisdiction’s Legislative Body (Board of Supervisors)
in conformance with Government Code Sections 65090 and 65091.

Staff believes that the proposed first draft amendment to the DA with The People’s Remedy
meets all of the findings required for the Planning Commission to recommend approval on an
amendment to the DA to the Board of Supervisors. There are no operational changes proposed
to the project and, as such, the project remains consistent with the project site’s General Plan
designation of Industrial and zoning designation of General Industrial (M).

ENVIRONMENTAL REVIEW

Under California law, a project that previously was subject to review under the California
Environmental Quality Act (CEQA) may be exempt from CEQA or may be evaluated under the
provisions that may trigger subsequent or supplemental CEQA review (under Public Resources
Code Section 21166 and CEQA Guidelines Section 15162). Staff has prepared a Notice of
Exemption for the project, which declares that the project is exempt from CEQA on the basis of
CEQA Guidelines Section 15061 - Common Sense Exemption. The CEQA Guidelines provide
that where it can be seen with certainty that there is no possibility that the activity in question
may have a significant effect on the environment, the activity is not subject to CEQA. The
proposed development agreement amendment only alters fees required to be paid by the
operator and does not propose any physical changes to the existing commercial cannabis retalil
operation.
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RECOMMENDATION

1. Find the project is exempt from CEQA, pursuant to CEQA Guidelines Section 15061,
Common Sense Exemption, by finding that on the basis of the whole record, including
any comments received, that there is no substantial evidence the project will have a
significant effect on the environment and that the exemption reflects Stanislaus County’s
independent judgment and analysis.

2. Find that the Development Agreement Amendment:
a) Is consistent with the General Plan and any applicable specific plan.
b) Is compatible with the uses authorized in, and the regulations prescribed for, the
land use district in which the real property is or will be located.
c) Is in conformity with and will promote public convenience, general welfare and
good land use practice.
d) Will not be detrimental to health, safety, and general welfare.
e) Will not adversely affect the orderly development of property or the preservation
of property values.
f) Will promote and encourage the orderly development of the proposed project by
providing a greater degree of requisite certainty.
3. Recommend the Board of Supervisors approve the amendment to Development

Agreement of UP & DA PLN2020-0036 — The People’s Remedy.

*kkkkk

Contact Person: Jeremy Ballard, Associate Planner, (209) 525-6330

Attachments:

Exhibit 1 - August 25, 2020 Board of Supervisors Agenda Report with Attachments
*Attachment 1, EX E — Development Agreement has been redacted and replaced
with Attachment 3 - Proposed Ordinance and Development Agreement

Exhibit 2 - Draft First Amendment to Development Agreement

Exhibit 3 - Notice of Exemption
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THE BOARD OF SUPERVISORS OF THE COUNTY OF STANISLAUS
BOARD ACTION SUMMARY

DEPT: Planning and Community Development BOARD AGENDA:7.2
AGENDA DATE: August 25, 2020

SUBJECT:

Public Hearing to Consider the Planning Commission's Recommendation for Approval
of Use Permit and Development Agreement Application No. PLN2020-0036, The
Peoples Remedy, a Request to Establish a Commercial Cannabis Retail Storefront
Business Including Delivery Services, Located at 1119 Lone Palm Avenue, Between
Woodland and Kansas Avenues, West of State Route 99, in the Modesto Area

BOARD ACTION AS FOLLOWS: RESOLUTION NO. 2020-0447

On motion of Supervisor __\Withrow Seconded by Supervisor Chiesa

and approved by the following vote,

Noes: Supervisors: None

Excused or Absent: Supervisors: None

Abstaining: Supervisor: _________ NOM®
1 _X Approved as recommended

2) ___ Denied

3) Approved as amended

4) _____ Other:

MOTION:

INTRODUCED WAIVED THE READING. AND ADOPTED ORDINANCE C.5. 1281

EXHIBIT 1

ATTEST: KELLY RODRIGYEZ, Assistant Clerk File No. ORD-56-Y-1



THE BOARD OF SUPERVISORS OF THE COUNTY OF STANISLAUS

AGENDA ITEM
DEPT: Planning and Community Development BOARD AGENDA:7.2
AGENDA DATE: August 25, 2020
CONSENT [ ]
CEO CONCURRENCE: YES 4/5 Vote Required: No
SUBJECT:

Public Hearing to Consider the Planning Commission’s Recommendation for Approval
of Use Permit and Development Agreement Application No. PLN2020-0036, The
Peoples Remedy, a Request to Establish a Commercial Cannabis Retail Storefront
Business Including Delivery Services, Located at 1119 Lone Palm Avenue, Between
Woodland and Kansas Avenues, West of State Route 99, in the Modesto Area

STAFF RECOMMENDATION:

1. Conduct a public hearing to consider the Planning Commission’s
recommendation for approval of Use Permit and Development Agreement
Application No. PLN2020-0036, The Peoples Remedy, a request to establish a
commercial cannabis retail storefront business including delivery services,
located at 1119 Lone Palm Avenue, between Woodland and Kansas Avenues,
west of State Route 99, in the Modesto area.

2. Find that:

(@)  No further analysis under California Environmental Quality Act (CEQA) is
required pursuant to CEQA Guidelines Section 15183 (Consistency with a
General Plan, Community Plan, or Zoning Ordinance for which an
Environmental Impact Report (EIR) was prepared), on the basis of the
whole record, including any comments received in response to the
Environmental Review Referral.

(b)  The Project is consistent with the development density established by
existing zoning, community plan or general plan policies for which an EIR
was certified.

(c)  There are no Project specific effects which are peculiar to the Project or its
site, and which the 2016 Stanislaus County General Plan Update (GPU)
EIR failed to analyze as significant effects.

(d)  There are no potentially significant off-site and/or cumulative impacts
which the GPU EIR failed to evaluate.

(e)  There is no substantial new information which results in more severe
impacts than anticipated by the GPU EIR.

() The Project will undertake feasible mitigation measures specified in the
GPU EIR.

(@)  The Project is exempt as per CEQA Guidelines Section 15061, Common
Sense Exemption, from CEQA.



Order the filing of a Notice of Determination with the Stanislaus County Clerk
Recorder’s Office pursuant to Public Resources Code Section 21152 and CEQA
Guidelines Section 15075.

Order the filing of a Notice of Exemption with the Stanislaus County Clerk
Recorder’s Office pursuant to CEQA Guidelines Section 15061.

Find that the establishment, maintenance, and operation of the proposed use or
building applied for is consistent with the General Plan and will not, under the
circumstances of the particular case, be detrimental to the health, safety, and
general welfare of persons residing or working in the neighborhood of the use
and that it will not be detrimental or injurious to property and improvements in the
neighborhood or to the general welfare of the County.

Find that the Development Agreement:

(@) Is consistent with the General Plan and any applicable specific plan.

(b) Is compatible with the uses authorized in, and the regulations prescribed
for, the land use district in which the real property is or will be located.

(c) Is in conformity with and will promote public convenience, general welfare
and good land use practice.

(d)  Will not be detrimental to health, safety and general welfare.

(e)  Will not adversely affect the orderly development of property or the
preservation of property values.

(f) Will promote and encourage the orderly development of the proposed
project by providing a greater degree of requisite certainty.

Approve Use Permit and Development Agreement Application No. PLN2020 —
0036 — The Peoples Remedy, subject to the attached Conditions of Approval.

Authorize the Stanislaus County Chairwoman of the Board of Supervisors to
execute the attached Development Agreement.

Introduce, waive the reading, and adopt an ordinance for the approved
Development Agreement.
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DISCUSSION:

This is a request to obtain a Use Permit and Development Agreement to establish a
commercial cannabis retail storefront business within a portion of an existing 12,000
square-foot building located in the M (Industrial) zoning district. The project request
also includes delivery services. The proposed project will include the use of a 2,400
square-foot portion of the existing building which will include a reception room, sales
room, office, employee breakroom, and customer bathroom. Additionally, the applicant
proposes to add 11 parking spaces along the northern portion of the building. The
remaining balance of the 12,000 square-foot building will be used for storage of non-
cannabis supplies related to the retail business. Hours of operation are proposed to be
seven days a week from 10:00 AM to 10:00 PM and will consist of approximately six to
eight employees per shift, for a total of three shifts per day. There will be no additional
employees associated with the storage of supplies.

The project site is located at 1119 Lone Palm Avenue, between Woodland and Kansas
Avenues, west of State Route 99, in the Modesto area. The site is surrounded by
industrial and non-retail commercial development in all directions, State Route 99 to the
east, scattered single-family dwellings to the southeast. The site is located within the
City of Modesto’s Local Agency Formation Commission (LAFCO) adopted Sphere of
Influence. The project site accesses Lone Palm Avenue, a County-maintained road, by
a private paved road.

The project site is located within the Emerald Industrial Business Park. Based on
signage along Lone Palm Avenue, current occupants of the business park include:
United Refrigeration Inc, Total Control Refrigeration Supplies Distributor, Wright Choice
Painting Inc., ATC, Merry Maids, Standard Plumbing Supply Co., True Roof Inspection
and Repair, Pinks Pool Service, Cobos and DST Auto Sales, and the Bridge Center of
Modesto.

A detailed project description, site description and site plan can be found in Attachment
1 — July 16, 2020 Planning Commission Staff Report.

The business has been operating for several years at 1350 Lone Palm Avenue, north of
Woodland Avenue and east of Highway 99, northeast of the proposed location, with a
state license. The 1350 Lone Palm site was the subject of Use Permit and
Development Agreement Application No. PLN2018-0103 — The People’s Remedy,
which was considered by the Planning Commission and Board of Supervisors in 2019.
The Planning Commission recommended denial of the project due to existence of a
private school located within 600 feet of the project site. The Board did not approve the
request and has allowed the applicant to find a new location through a temporary land
use and transition agreement; allowing for the operation to continue at 1350 Lone Palm
until this permit request is considered.
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If approved, fees to be collected from the project include a Community Benefit, which is
divided into two categories: A Community Benefit Contribution and a Community Benefit
Rate. Community Benefits are negotiated on a project-by-project basis. The
Community Benefit Contribution is to be paid quarterly, by the operator, and is intended
to be distributed to local community charities and to be utilized for public improvement
projects.

The Community Benefit Contribution is intended to be distributed to local community
charities and to be utilized for public improvement projects. The Community Benefit
Contribution included in the Development Agreement for this project is an annual fee
which will range from $61,200 to $71,800 over the first five years. The Community
Benefit Rate is based on the activities to be permitted and their proposed scope. The
Community Benefit Rate for this project’s retail activities are an annual amount ranging
from of $600,000 to $700,000 over the life of the agreement or 8% of gross receipts,
whichever is greater. All fees are required to be paid to the Treasurer Tax Collector on
a quarterly basis. All fees collected are intended to be used for enforcement activities of
illegal cannabis activities throughout the County.

The proposed Development Agreement has a term of five years and the fees will be
reassessed under a subsequent Development Agreement or any amendments to the
proposed Development Agreement (See Attachment 3 — Proposed Development
Agreement and Ordinance).

Three letters of opposition and one letter of support were received for this project prior
to the publishing of the Planning Commission Staff Report. Two of the opposition letters
were submitted by property owners and counter signed by multiple businesses located
within the same business park. The two letters were submitted by Richard Reese,
owner of Standard Plumbing Supply Company Inc, on May 15, 2020, and Pete Cicinato,
on May 5, 2020. The third opposition letter was received from, Lisa Cates on May 15,
2020. Ms. Cates is a business owner, which is located south of the project site, at 939
Lone Palm Avenue. The letters expressed opposition to the project due to reasons
such as: parking demand for a high traffic retail use that will impact adjacent business
owners, a use that is incompatible based on the design of the business park, and,
increased traffic on Woodland and Kansas Avenues, which is already impacted by
traffic. The applicant submitted one letter of support from a business located at 1343
Lone Palm Avenue, which is adjacent to their current location at 1350 Lone Palm
Avenue. The letter stated that in three years’ time there have not been any major
incidents or complications with the retail business, that security is always present, no
customers of the applicant has parked on their site, and that the increased security has
helped deter crime at night. A detailed discussion on each letter, along with the letters,
is outlined in the July 16, 2020 Planning Commission Staff Report (Attachment 1 — July
16, 2020 Planning Commission Staff Report). Subsequent to the publishing of the
Planning Commission Staff Report, two items of correspondence were received. The
first, a letter of support from the property owner of the project site, Duke Leffler. The
second item of correspondence was a second letter of opposition from one of the
adjacent property owners, Pete Cicinato (See Attachment 4 — July 16, 2020 Planning
Commission Correspondence).
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A public hearing for this project was held at the July 16, 2020 Planning Commission
meeting. At the conclusion of staff’'s presentation, Commissioner Zipser asked if the
business would have enough parking with only 11 parking spaces and an anticipated
375 customers per day. Staff replied that, based on their current operation, the
estimated number of customers per day averages out to around 26 customers per hour.
Staff also stated that peak hours for commercial cannabis retail operations ebb and flow
throughout the day, with a higher number of customers typically occurring after normal
working hours (8 a.m. to 5 p.m.) and clarified that the County’s Code only requires one
space for every 300 square feet of floor area for retail uses. As discussed in
Attachment 1, based on County Code the applicant is only required to provide a total of
11 off-street parking spaces. The applicant has proposed to add 11 parking spaces
along the northern portion of the building in addition to the existing 21 spaces that have
been previously developed around the existing building. The new spaces will be
created, by grading and raising four existing truck bay areas. Additionally, the business

park has established joint use ingress/egress access and parking easements, allowing
for the parking of vehicles upon, over, and across any common areas for each parcel
(See Attachment 5 — Recorded Parcel Map 57 — PM -13). These parking easements
were established by Covenant Code & Restrictions (CC&R), which further delineated
the common and exclusive areas on each parcel (See Attachment 6 - Exhibit B of
Grants of Easements and Declaration of Covenants, Codes, & Restrictions for ARG
Investments, LLC). Commissioner Hicks asked staff if the parking spaces on each
parcel are a part of the common area. Staff replied that each parcel had exclusive and
common areas, which vary parcel to parcel. Staff also stated that generally the
exclusive areas include fenced-off areas for outside storage and the common areas are
concurrent with the developed parking spaces for each parcel. The proposed 11
parking spaces to be developed on the project site will be exclusive to the project site.

Commissioner Willerup inquired as to what would happen if the temporary land use
transition agreement were extended. Staff replied that there is a clause in the
agreement, that would extend the agreement an additional 30 days if the project was
approved by the Board of Supervisors to account for delays because of Covid-19.
Commissioner Willerup also asked as to what type of security measures will be
employed by the applicant at the new location. Staff stated that the applicant’s security
plan has been reviewed by the Sheriff's Department and will include security lighting,
professional installed alarms, cameras for 24-hour surveillance, and onsite security
during both business and off hours.
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During the public hearing two people spoke in opposition of the project and seven
people spoke in support of the application. Tina Johnson, representing Brekke Real
Estate, who acts as property managers for 1121 and 1123 Lone Palm Avenue and the
common area of the business park, spoke in opposition on behalf of the property
owners they represent. Ms. Johnson stated that the business park was developed for
light industrial uses, with the exception of 1117 Lone Palm Avenue, which was
developed with offices. She continued that the business park has never had retail
operators before because it is incompatible with the other uses operating in the park.
Ms. Johnson stated that if the cannabis business is approved, it would have an adverse
and detrimental effect on the surrounding businesses and property owners and that it is
unfair to choose one business at the expense of the other businesses. Commissioner
Willerup asked Ms. Johnson if there is any retail allowed in the business complex. She
stated there is not retail in the traditional sense of continual customers coming in and
out of the complex, but that there are retail aspects to the existing light industrial
business in the complex for Standard Plumbing and United Refrigeration.

The second person to speak in opposition to the project was Mark Smith, who was
representing Standard Plumbing Supply Company. Mr. Smith stated that the parking in
front of their building at 1127 Lone Palm Avenue was owned by them. He stated that
most of their retail sales are wholesale sales to plumbing contractors. Additionally, he
stated that most of the businesses in the complex use bobtailed trucks and an increase
in cars would make it difficult for these trucks to get in and out. Lastly, Mr. Smith stated
that the increased traffic from the proposed business would contribute to further wear
and tear on Emerald Avenue, which would require maintenance from the County.
Commissioner Willerup asked Mr. Smith to clarify what parking spaces belonged to their
businesses. Commissioner Willerup also asked if they have security lighting and if there
had been security issues in the past. Mr. Smith stated yes to both, estimating they have
been broken into 12 times. Commissioner Hicks asked if ownership of parking spaces
applied to other businesses as well. Mr. Smith stated he only knew what their business
owned. Based on the CC&R, an illustration of staff explained there are common areas
in front of the building at 1127 Lone Palm Avenue. While not included in the Planning
Commission Staff Report, copies of the copies of the CC&R illustration identifying
common and exclusive parking areas were passed out to the Commissioners and a
copy was provided to Mr. Smith (See Attachment 6 — Exhibit B of Grants of Easements
and Declaration of Covenants, Codes, & Restrictions for ARG Investments, LLC).

Following receipt of the CC&R illustration, Commissioner Hicks stated that in his
professional experience other counties and cities don’t care about CC&Rs and only
enforce zoning ordinances. Additionally, Commissioner Hicks stated, that he believes
that this practice would be the same for the Planning Commission and, while parking
issues could be a legitimate concern, anything CC&R related would be a civil issue.
Commissioner Willerup asked staff for clarification on the difference between the
description in the General Plan’s Industrial designation of heavy or light industrial uses
and the M (Industrial) zoning district’s allowance of commercial cannabis retail sales.
Staff replied that the retail sales for commercial cannabis were added in 2017, but the M
(Industrial) zoning allows for a wide variety of permitted uses including retail sales of
non-cannabis when under 65,000 square feet.
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Of the seven people who spoke in favor of the project, four included one of the
applicants, Mark Ponticelli, and their representatives. Mr. Ponticelli stated that the plan
is to have two-armed security guards onsite, 24 hours a day. Additionally, Mr. Ponticelli
stated that the average transaction time takes approximately seven to eight minutes and
security will be utilized to keep parking issues under control. Commissioner Hicks asked
the applicant how many parking spaces they have at their current location at 1350 Lone
Palm Avenue. The applicant stated they have four parking spaces in the front of the
building and utilize four spaces on the neighboring parcel. Commissioner Zipser asked
the applicant how many employees they plan on having during business hours. The
applicant stated they plan on having four retail employees, one receptionist, one floor
manager, and the two security guards. In response to a question from Commissioner
Hicks, the applicant stated they will have employees park in front of the building in the
newly developed spaces, using tandem parking and security will be utilized to ensure
parking is maximized and handled in an orderly fashion.

The applicant’s architect, Don Phillips, stated that there are actually 33 parking spaces
on the parcel itself, the majority of which do not require accessing any other parcel to
utilize. Mr. Phillips, answering a question from Commissioner Willerup, stated that they
plan on developing the new 11 parking spaces by infilling the existing truck docks,
bringing them to street level.

Cody Day, owner of Cong security, also spoke on behalf of the applicant, stating they
have been hired to also assist with traffic and parking; to maintain the flow of traffic on
the site. Commissioner Willerup asked Mr. Day if they currently patrol the surrounding
area at the existing location. Mr. Day responded by stating that night security spends a
portion of their time canvasing the entire street and the remaining time they are
stationed at the business site. Mr. Day also stated that at the new location there will be
two guards and they will patrol the private cul-de-sac at night.

George Petrulakis, the applicant’s land use counsel, stated that he thought the exhibit
from the CC&R made it clear that the common areas are available for all to park.
Additionally, he stated that the retail space for this project was specifically tailored to be
smaller to limit the number of customers that can be served at any one time and they
have no intention of utilizing the remaining portion of the building for anything other than
storage of non-cannabis items. Mr. Petrulakis pointed to Condition of Approval No. 1
that requires additional land use permits before any expansion could take place. Lastly,
he stated that they intend to be good neighbors and will work with the property
management company to adjust operations if any issues do arise.

Mario Cinseros, Amanda Sowers, and Edward Breslin also spoke in favor of the project.
Mr. Cinseros spoke about his experience as a veteran and how the company helps
serve that community. Ms. Sowers stated that the Bureau of Cannabis Control requires
the armed guards and how it is not reflective of the actual need by the business. Mr.
Breslin discussed his experience in the cannabis manufacturing industry and spoke
about how compassionate the applicants are.
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After the close of the public hearing, Commissioner Willerup pointed out to staff that one
of the signatures on the lease agreement was not fully filled out. Subsequent to the
public hearing, staff has received an updated lease agreement with corrected
signatures (See Attachment 3 — Proposed Ordinance and Development Agreement).
Commissioner Willerup, stated that he felt issues concerning retail and parking had
been resolved and that the security will be better with two guards, 24 hours a day.
Commissioner Hicks agreed that the proposed site has more parking available than the
current location and that the Commissioners cannot consider the CC&R, rather just the
zoning ordinance. Lastly, Commissioner Zipser stated that at first, he had concerns
about the parking, but after hearing testimony from the applicant he can support the
project.

Ultimately, the Planning Commission, on a vote of 6-0, recommended approval of the
project to the Board of Supervisors.

Following the Planning Commission meeting, staff has identified some errors with the
findings for approval that were included in the Planning Commission Staff Report
(Exhibit A of Attachment 1 — July 16, 2020 Planning Commission Staff Report.).
Findings 1(a) and 1(b) were inadvertently combined as one finding, and in Finding 6 the
reference to the Chairwoman of the Board of Supervisors was incorrect. There was also
a missing finding relating to filing of notice of exemption by the Clerk of the Board. The
Staff Recommendations provided as part of this agenda item have been updated to
reflect the correct findings for project approval.

POLICY ISSUE:

As required by Chapter 6.78.060 of the Stanislaus County Code, prior to operating in
the County, the permittee of each commercial cannabis activity shall enter into a
development agreement, as specified in Title 22 of the Stanislaus County Code and
shall obtain all necessary entitlements, as required by Title 21 of the Stanislaus County
Code. Title 21 requires that a use permit be obtained prior to operating a commercial
cannabis business. Typically, the decision-making body for a use permit is the
Stanislaus County Planning Commission. However, since both a development
agreement and a use permit are required in order to operate a commercial cannabis
business, and because a development agreement must be considered by the Board of
Supervisors at a public hearing, the Stanislaus County Board of Supervisors is the
decision-making body.

FISCAL IMPACT:
Costs associated with processing this request, including setting the public hearing,

publishing of required notices, and conducting the hearing, have been covered by the
application fee deposit plus revenue from additional invoicing at project end.
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BOARD OF SUPERVISORS’ PRIORITY:

Approval of this action supports the Board of Supervisors’ priority of Developing a
Healthy Economy and Delivering Efficient Public Services & Community Infrastructure
by providing a land use determination consistent with the overall goals and policies of
the Stanislaus County General Plan.

STAFFING IMPACT:

Planning and Community Development Department staff is responsible for reviewing all
applications, preparing all reports, and attending meetings associated with the proposed
request.

CONTACT PERSON:

Angela Freitas, Planning and Community Development Director
Telephone: (209) 525-6330

ATTACHMENT(S):

July 16, 2020 Planning Commission Staff Report

July 16, 2020 Planning Commission Minutes Excerpt

Proposed Ordinance and Development Agreement

Planning Commission Correspondence

Recorded Parcel Map 57-PM-13

Exhibit B of Grants of Easements and Declaration of Covenants, Codes, &
Restrictions for ARG Investments, LLC recorded April 13,

2Rl N
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ATTACHMENT 1

STANISLAUS COUNTY PLANNING COMMISSION

July 16, 2020

STAFF REPORT

USE PERMIT AND DEVELOPMENT AGREEMENT APPLICATION NO. PLN2020-0036 —

THE PEOPLE’S REMEDY

REQUEST: TOESTABLISHA COMMERCIAL CANNABIS RETAIL STOREFRONT BUSINESS
INCLUDING DELIVERY SERVICES WITHIN APORTION OF AN EXISTING 12,000
SQUARE-FOOT BUILDING IN THE M (INDUSTRIAL) ZONING DISTRICT.

Applicant:
Agent:
Property Owner:

Location:

Section, Township, Range:
Supervisorial District:
Assessor’s Parcel:
Referrals:

Area of Parcel(s):

Water Supply:

Sewage Disposal:
General Plan Designation:

Community Plan Designation:

Sphere of Influence:
Existing Zoning:
Environmental Review:

Present Land Use:

Surrounding Land Use:

RECOMMENDATION

APPLICATION INFORMATION

Mark Ponticelli dba The People’s Remedy
Mark Ponticelli

Duke Thomas Leffler trustee of the Duke
Thomas Leffler Trust

1119 Lone Palm Avenue, between Woodland
and Kansas Avenues, west of State Route 99,
in the Modesto area.

30-3-9

District 3 (Supervisor Withrow)

029-011-075

See Exhibit J — Environmental Review
Referral

29,660 square feet

City of Modesto

City of Modesto

Industrial

N/A

City of Modesto

M (Industrial)

CEQA Guidelines Section 15183
(Consistency with a General Plan or zoning
for which an EIR was certified)

Existing industrial warehouse building, and
asphalt parking lot.

Industrial and non-retail commercial in all
directions; State Route 99 to the east;
scattered single-family dwellings to the
southeast. The site is in the LAFCO adopted
Sphere of Influence of the City of Modesto.

If the Planning Commission decides to recommend approval of this project, Exhibit A provides an
overview of all the findings required for project approval.
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PROJECT DESCRIPTION

This is a request to obtain a Use Permit and Development Agreement to establish a
commercial cannabis retail storefront business within a portion of an existing 12,000 square-foot
building located in the M (Industrial) zoning district. The project request also includes delivery
services. The proposed project will include the use of a 2,400 square-foot portion of the existing
building which will include a reception room, sales room, office, employee breakroom, and
customer bathroom. Delivery services will consist of one hybrid vehicle, which will be secured within
the warehouse portion of the building during off hours. Additionally, the applicant proposes to add
11 parking spaces along the northern portion of the building. The new spaces will be created, by
grading and raising four existing truck bay areas. The bays will be brought up to the same grade as
the street. The applicant will also remove four existing roll-up doors, leaving one roll-up door to
be utilized for the delivery of supplies. The remaining balance of the 12,000 square-foot building
will be used for storage of non-cannabis supplies related to the retail business.

Hours of operation are proposed to be seven days a week from 10:00 AM to 10:00 PM and will
consist of approximately six to eight employees per shift, for a total of three shifts per day. There will
be no additional employees associated with the storage of supplies. The project site is being served
by the City of Modesto for public water and sewer services. The applicant anticipates one
vehicle trip per day associated with the delivery of supplies, between 12 to 15 commercial
cannabis deliveries per a day, and approximately 375 customers per day.

The business has been open for several years at 1350 Lone Palm Avenue, North of Woodland
Avenue and east of Highway 99, northeast of the proposed location, operating with a state license.
The 1350 Lone Palm site was the subject of Use Permit and Development Agreement Application
No. PLN2018-0103, which was considered by the Planning Commission and Board of Supervisors
in 2019. The Planning Commission recommended denial of the project due to existence of a private
school located within 600 feet of the project site. The Board of Supervisors did not approve the
request and has allowed the applicant to find a new location through a temporary land use and
transition agreement; allowing for the continued operation at 1350 Lone Palm. The agreement is set
to expire on July 31, 2020, but can be extended at the discretion of the County’s Chief Executive
Officer.

A site plan for the 1119 Lone Palm Avenue project site is included in Exhibit B — Maps. A
Development Agreement is included in the project request, as required by Chapter 6.78.060 of the
Stanislaus County Code (see Exhibit D — Development Agreement).

SITE DESCRIPTION

The project site is located at 1119 Lone Palm Avenue, between Woodland and Kansas Avenues,
west of State Route 99, in the Modesto area. The site is surrounded by industrial and non-retail
commercial development in all directions, State Route 99 to the east, scattered single-family
dwellings to the southeast. The site is located within the City of Modesto’s Local Agency Formation
Commission (LAFCO) adopted Sphere of Influence (see Exhibit B — Maps). The project site
accesses Lone Palm Avenue, a County-maintained road, by a private paved road.

The project site lies within the previously developed Emerald Industrial Business Park, which was
subdivided into six parcels in 2014 (Parcel Map Application No. PLN2014-0026 — ARG
Investments). Each parcel has a single industrial building, typically occupied by light industrial uses,
and paved parking lots, which were established between the late 1970’s and early 1990s. The
parcel map established a joint use ingress/egress access and parking easement, allowing for the
parking of vehicles upon, over, and across any common areas for each parcel.
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The proposed project site consists of a legally separate parcel, 0.68 acres in size, and is improved
with a 12,000 square foot industrial building built approximately in the 1980’s, previously used for a
variety of commercial or light industrial uses. The building is developed with four below grade truck
bays and one bay at street level. In addition to the truck bay area, the parcel currently has three
spaces in front of the building and 20 spaces around the building. The site is located in the Emerald
Industrial Business. Based on signage along Lone Palm, current occupants of the business park
include: United Refrigeration Inc, Total Control Refrigeration Supplies Distributor, Wright Choice
Painting Inc., ATC, Merry Maids, Standard Plumbing Supply Co., True Roof Inspection and Repair,
Pinks Pool Service, Cobos and DST Auto Sales, and the Bridge Center of Modesto.

BACKGROUND

On June 27, 2017, the Governor approved Senate Bill 94, the Medicinal and Adult-Use Cannabis
Regulation and Safety Act (MAUCRSA), which created one regulatory system for commercial
cannabis activity. This legislation allowed each jurisdiction to either permit or prohibit commercial
cannabis activity within their jurisdictions.

On December 5, 2017, the Stanislaus County Board of Supervisors approved a Commercial
Cannabis Program for Stanislaus County which allows for up to 61 cannabis activities permits,
prohibits outdoor cannabis cultivation, and limits retail to no more than seven establishments in the
unincorporated area (to view the December 5, 2017, Board of Supervisor item visit the Board of
Supervisors Agenda, Minutes, Audio & Video web page at www.stancounty.com/bos ). The County
adopted two separate ordinance amendments addressing commercial cannabis activities: Title 21,
the Stanislaus County Zoning Ordinance, which was adopted on December 5, 2017, specifies the
zoning districts where each commercial cannabis activity may be permitted, subject to the
discretionary review process; and Chapter 6.78, of the County Code, which was adopted on January
9, 2018, lays out the general regulations for commercial cannabis activities in the County, including
operating standards such as required setbacks from specific uses, odor control, and security
measures.

In January 2018, the County received 61 complete applications requesting a total of 84 commercial
cannabis permits. The County contracted with a third-party reviewer, HDL Consulting, to review and
score each application to determine a ranking and to ensure compatibility with state regulations. A
background screening was also conducted by the Sheriff's Department for all business and property
owners. In total 33 applications, including 45 permits, have moved forward into the land use
entittement and development agreement phase of the permitting process, which requires a Planning
Commission hearing and Board of Supervisors approval. The process involves environmental
review, public notification, and public hearings.

A second application process was opened in August of 2019 for existing applicants that scored 70%
or above and had passed a criminal background check. Background checks were required on any
new property owners. Additionally, the process was open to all persons who wanted to submit an
application for a cannabis testing facility. All applicants and property owners also completed a
criminal background check. A total of six applications requesting a total of nine permits were
received. Five applications are requests for indoor and mixed-light cultivation, distribution and
manufacturing activities and one is for a testing facility.

The process for retail activities included additional scoring steps consisting of site inspections and
interviews with County staff. Total scores were calculated to determine a final ranking and waiting
list of all retail applicants. The top seven ranked retail applications have proceeded forwarded to the
land use entitlement phase. As discussed in the Project Description Section of this report, the
subject applicant had a retail commercial cannabis application at a different location that was
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considered with the original application process. This application is proposing to relocate from the
location included in their original application to allow the operation to meet state required setbacks.

If approved, this retail operation will be the seventh and final approved retail facility permitted by the
County.

ISSUES

Three letters of opposition from adjacent business and property owners have been received for this
project (See Exhibit F - Letters of Opposition).

The first letter of opposition was received from Richard Reese, President of Standard Plumbing
Supply Company, which is located northeast of the project site at 1117 Lone Palm Avenue (See
Exhibit H— Address Map). Mr. Reese stated that the proposed retail business would generate more
parking demand than the allotted spaces on the project site. Mr. Reese stated that he does not
believe the industrial park was designed for high traffic retail uses and any overflow of customers will
impact adjoining business that do not have parking to spare. Additionally, Mr. Reese stated that this
type of higher traffic use would expedite the need for maintenance on the private road for the
industrial park. Lastly Mr. Reese, stated that the proposed hours of operation, which would extend
past his business operating hours, would create a situation where customers of the commercial
cannabis business would illegally use parking stalls on the adjoining parcels. He believed this would
create liability concerns for each individual business owner, consequently, imposing financial
hardships that may cause the need for them to relocate their businesses.

The second letter of opposition was received from Pete Cicinato, owner of the parcels located at
1121 and 1123 Lone Palm Avenue, west/northwest of the project site. The letter was counter-
signed by the owner of the parcel addressed as 1125 Lone Palm Avenue, located north of the
project site, and tenants of 1117, 1121 and 1125 Lone Palm Avenue. The letter states that the
industrial park was designed for industrial uses and not retail, due to the sites insufficient
parking, and cites traffic concerns. Mr. Cicinato also stated that the retail business will bring
issues with security, loitering, and an increase in discarded trash. Lastly, Mr. Cicinato stated the
proposed retail use is incompatible with the industrial business park’s Covenants Conditions and
Restrictions (CC&R) and would cause economic losses to the property and business owners.

Both letters from Mr. Reese and Cicinato, state that the project site would not include enough
parking to meet the demand of a retail establishment. As part of project evaluation for discretionary
projects, Staff reviewed the project for consistency with the County’s Off-Street Parking Ordinance.
As stated in Section 21.76.150 — Retail Stores and Service Establishments, parking standards for a
retail business is measured at one space for every 300 square feet of gross floor area. As stated
previously, the proposed retail business will convert 2,400 square feet of the existing warehouse to
include reception areas, sales areas, an office, employee breakroom and bathroom, which equates
to eight required parking spaces. The remaining 9,600 square feet of the building will be utilized for
storage of non-cannabis supplies as needed for the retail business. The non-retail portion of the
warehouse will also store the delivery vehicle during off hours. Section 21.76. 070 — Manufacturing
or assembly plants and wholesale warehouses, requires one space for each employee on a
maximum shift plus three additional spaces. Based on this requirement, three additional parking
spaces will be required for the storage area, for a total of 11 parking spaces to be provided by the
project.

Exclusive and common areas for use and parking for the entire Emerald Industrial Business Park
have been established by Covenants Conditions, and Restrictions (CC&R). According to the
CC&R’s, the project site’s exclusive parking area is limited to the area with the existing five truck
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bays along the northern portion of the building. The remaining area around the building is common
area, including 20 parking spaces. As described in the project description, the applicant is
proposing to add 11 parking spaces along the northern portion of the building. These new parking
spaces will be for the project’s exclusive use and will be reflected in the lease agreement. A
condition of approval has been added to require that that lease amendment reflecting the 11 parking
spaces for exclusive use of this project be executed prior to the business opening to the public.

Secondly, each letter states the industrial business park is not compatible with retail business nor
would the sites established CC&R permit it. A CC&R is a private governing document between
landowners that is established outside of a local jurisdiction’s land use authority. The project site
lies within the M (Industrial) zoning district, which permits a wide range of industrial and commercial
uses. Specifically, Section 21.60.020(L) permits retail and wholesale retail stores that do not exceed
65,000 square feet of floor area. The proposed 2,400 square foot retail space would be below this
threshold. Review of the Emerald Industrial Business Park’s CC&R shows retail being a use that is
authorized provided it is consistent with the County's zoning. Additionally, review of historic
business licenses issued for this industrial business park, show multiple business that included retail
components such as; tire sales located at 1119 Lone Palm, auto sales located at 1121 Lone Palm,
and a HVAC wholesale and retail sales located 1123 Lone Palm. The CC&R also established, an
ingress/egress access easement, a parking easement for each parcel, maintenance funding
protocols, and limits on signage.

The third letter was received from Laura Cates, manager of an adjacent mini-storage facility located
at 939 Lone Palm Avenue, south of the project site. Ms. Cates is opposed to the project due to the
potential increase in traffic on the County-maintained Lone Palm Avenue. Ms. Cates stated that the
surrounding intersections at Kansas and Lone Palm Avenue, and Emerald and Woodland see a lot
of congestion during afternoons. Additionally, Ms. Cates states that the width of the County-
maintained Lone Palm Avenue, is not wide enough to accommodate increased traffic from the
proposed retail business.

According to the Circulation Element of the County’s General Plan, the County-maintained Lone
Palm Avenue is classified as a 70 foot-wide Industrial Minor Collector. The current width of the road
that fronts the project site is 60 feet wide, which is wider than the portion of Lone Palm Avenue
south of the project site, which narrows down to 40 feet wide and then widens to 50 feet wide. The
physically constructed Lone Palm Avenue roadway also varies with limited roadway widths south of
the project site where land has not yet been converted to industrial use and, as such,
roadway improvements (curb and gutter) have not been made. The proposed project has
been reviewed by the County’s Department of Public Works and City of Modesto, and neither of
the agencies have raised any concerns related to traffic.

The applicant has submitted one letter of support from a business located at 1343 Lone Palm
Avenue, which is adjacent to their current location at 1350 Lone Palm Avenue (See Exhibit G —
Letter of Support). The letter written by Carlos Henriquez, manager at Dependable Highway
Express company, stated that in three years’ time there have not been any major incidents or
complications with the retail business. Mr. Henriquez also stated that security is always present, no
customers of the applicants have parked on their site, and that the increased security has helped
deter crime at night.

GENERAL PLAN CONSISTENCY

Consistency with the goals, objectives, and policies of the various elements of the General Plan
must be evaluated when processing all discretionary project requests. The project site has a
General Plan designation of Industrial. The intent of this designation is to indicate areas best suited
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for various forms of light to heavy industrial uses, including but not limited to, manufacturing and
warehousing.

Goal Three, Policy 19 of the Land Use Element encourages accommaodating the siting of industries
with unique requirements, approval of this request would uphold this General Plan policy.

As stated previously, the site is located within the City of Modesto’'s LAFCO adopted Sphere of
Influence. The Stanislaus County General Plan Sphere of Influence policy states, that development,
other than agricultural uses and churches, which requires discretionary approval from incorporated
cities, shall be referred to the city for preliminary approval. The project shall not be approved by the
County unless written communication is received from the city memorializing their approval. If
approved by the city, the city should specify what development standards are necessary to ensure
that development will comply with city development standards. A discussion of the development
standards can be found in the Ordinance Consistency (Zoning & Development Agreement) section
of the report. Approval from a city does not preclude the County’s decision-making bodies from
exercising discretion, and it may either approve or deny the project. The project was referred to the
City of Modesto, who responded with no objection or comments to the proposed request.

As required under Goal Two, Policy 12, of the Safety Element, development within areas protected
by the Airport Land Use Commission Plan (ALUCP) shall only be approved if the adopted plan
requirements are met. The project was referred to the Airport Land Use Commission (ALUC), which
stated that the project site is within the Modesto City-County Airport (MOD) ALUCP Referral Area 2,
which includes locations where airspace protection and overflight are compatibility concerns may be
present but not noise or safety. The ALUC stated further that the project site is not located within
any MOD zones for safety or noise but is located within the Recorded Deed Notice area. This area
requires deed disclosure of the potential low flying aircraft for proposed residential development of
ten acres or greater. Being the proposed project is located within an M zoning district and is not
residential in nature, the proposed project is considered to be consistent with the County’s ALUCP.

Staff believes that the proposed project is consistent with the General Plan policies discussed
above. The property is already developed with a commercial building and historically has been used
for various industrial and commercial uses, which are considered to be consistent with the Industrial
land use designation.

ORDINANCE CONSISTENCY (ZONING & DEVELOPMENT AGREEMENT)

The site is zoned M (Industrial). Pursuant to Section 21.60.030 of the Stanislaus County Zoning
Ordinance, commercial cannabis retail, manufacturing, testing, distribution, and cultivation or
nursery activities are permitted in the M zoning district subject to the approval of a use permit.

In order to approve a use permit, the decision-making authority shall make a finding that the
establishment, maintenance, and operation of the proposed use or building applied for is consistent
with the General Plan and will not, under the circumstances of the particular case, be detrimental to
the health, safety, and general welfare of persons residing or working in the neighborhood of the use
and that it will not be detrimental or injurious to property and improvements in the neighborhood or to
the general welfare of the County. If after receiving and considering the evidence, and any
proposed conditions, the decision-making body is unable to make the findings, the use permit shall
be denied. In this case, the Planning Commission is providing a recommendation to the Board of
Supervisors, which will serve as the decision-making body for both the Use Permit and the
Development Agreement.
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Chapter 21.08.020(D), General Provisions, of the Stanislaus County Zoning Ordinance require that
property owner notification for the consideration of any discretionary action authorizing commercial
cannabis activities be required at a distance of 600 feet, increased from the state required 300 feet,
measured from the boundaries of the project site, unless a greater distance is required by adopted
County policy or state requirement. Per County policy, in a rural area, all owners of property within a
1/4 mile, or 1,320 feet, shall be notified. All projects are required to notice a minimum of two parcels
out in each direction. The landowner notification completed for this project has met these
standards.

As discussed in the Issues section of the report, the County’s off-street parking ordinance requires
one space for every 300 square feet of floor space for retail uses and one space for each employee
on a maximum shift and an additional three spaces for the storage of non-cannabis supplies. The
retail activities will take place in a 2,400 square-foot space and no additional employees will be
dedicated to the storage of non-cannabis supplies. Based on this standard, the proposed projectis
required to provide 11 spaces. The applicant has proposed adding 11 spaces along the northern
portion of the building. A conditional of approval has been added that requires the lease be
amended to include 11 exclusive parking spaces. This would meet the County’s off-street parking
requirement. Additionally, the common areas directly around the building will provide 20 parking
spaces in excess of the required parking that could be utilized.

As required by Chapter 6.78.060 of the Stanislaus County Code, prior to operating in the County, the
permittee of each commercial cannabis activity shall enter into a Development Agreement, as
specified in Title 22 of the Stanislaus County Code. Title 22 specifies that the Planning Commission
shall consider the proposed Development Agreement and provide a recommendation to the Board
of Supervisors. The recommendation shall include the Planning Commission’s determination on
whether or not the Development Agreement:

a. Is consistent with the General Plan and any applicable specific plan.

b. Is compatible with the uses authorized in, and the regulations prescribed for, the land
use district in which the real property is or will be located.

C. Is in conformity with and will promote public convenience, general welfare, and good
land use practice.

d. Will be detrimental to health, safety, and general welfare.

e. Will adversely affect the orderly development of property or the preservation of
property values.

f. Will promote and encourage the orderly development of the proposed project by
providing a greater degree of requisite certainty.

A Development Agreement has been prepared for this project (see Exhibit D — Development
Agreement). Attachments to the Development Agreement include: Attachment A - Project
Description, Attachment B - Legal Description/Property Description, Attachment C - Operating
Conditions, Attachment D - Community Benefits, Attachment E — Lease Agreement. Fees to be
collected from the project include a Community Benefit, which is divided into two categories: A
Community Benefit Contribution and a Community Benefit Rate. Community Benefits are negotiated
on a project-by-project basis. The Community Benefit Contribution is to be paid quarterly, by the
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operator, and is intended to be distributed to local community charities and to be utilized for public
improvement projects.

The Community Benefit Contribution included in the Development Agreement for this project is an
annual fee which will range from $61,200 to $71,800 over the first five years. The Community
Benefit Rate is based on the activities to be permitted and their proposed scope. The Community
Benefit Rate for this project’s retail activities are an annual amount ranging from of $600,000 to
$700,000 over the life of the agreement or 8% of gross receipts, whichever is greater. All fees are
required to be paid to the Treasurer Tax Collector on a quarterly basis. All fees collected are
intended to be used for enforcement activities of illegal cannabis activities throughout the County.
The proposed Development Agreement has a term of five years and the fees will be reassessed
under a subsequent Development Agreement or any amendments to the proposed Development
Agreement.

Staff believes that the proposed project is consistent with the requirements of both the Zoning and
Development Agreement Ordinances of the Stanislaus County Code. Retail operations are
permitted in the M zoning district. The applicant has provided information on the operation which
indicates that the project conforms to the requirements included in Chapter 6.78 of the County Code,
as discussed below.

COMMERCIAL CANNABIS ACTIVITIES ORDINANCE CONSISTENCY

The intent of Chapter 6.78, Commercial Cannabis Activities, of the Stanislaus County Code, is to
regulate the cultivation, possession, manufacturing, processing, storing, laboratory testing, labeling,
transportation, destruction, delivery, or sale of medicinal and adult-use cannabis and cannabis
products in a responsible manner to protect the health, safety, and welfare of the residents of
Stanislaus County and to enforce rules and regulations consistent with State law. Further, the
purpose and intent of Chapter 6.78 is to require all commercial cannabis activities to obtain and
renew annually a Commercial Cannabis Activity (CCA) Permit to operate in Stanislaus County.

All commercial cannabis activities are required to meet the general operational standards laid out in
Section 6.78.120. Those standards include, but are not limited to, the following:

Buildings: If commercial cannabis activities are to take place in an existing structure, that said
structure shall obtain building permits for any improvements required to meet the building standards
identified in Chapter 6.78, which include walls, doors, and the roof, shall be of solid construction,
and shall include material strong enough to prevent entry except through an open door, and walls
with a minimum thickness of six inches. The building has been occupied by various commercial or
light industrial business prior to this application. This project will be required to obtain building
permits for the proposed tenant improvements, as reflected in conditions of approval applied to the
project.

Security: All commercial cannabis activities are required to provide a security plan to the Sheriff’s
Department for review and approval. The security plan shall be reviewed annually or as often as
deemed necessary by the Sheriff’'s Department. The security plan shall include security measures
to deter and prevent the unauthorized entrance into areas containing cannabis or cannabis projects,
and to deter and prevent the theft of cannabis or cannabis projects at the commercial cannabis
activity. The building is required to include a professionally installed and maintained alarm system,
monitored by an alarm company or private security company, which monitors the interior, all
perimeter entry points and windows, and the parking lot, 24 hours a day. Alarm system panic
buttons and perimeter lighting are also required.
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The applicant provided a security plan which includes employee screening, controlled access in
restricted areas, alarms, on-site security, and surveillance systems. The Sheriff's Department has
reviewed and approved the security plan provided for the project. However, the applicant will be
required to submit a formal security plan to the Sheriff's Department for review and approval, as
reflected in conditions of approval applied to the project.

Setbacks: Section 6.78.120(A)(6) and (7) identifies several setback requirements for commercial
cannabis uses including the local setback requirement of 200 feet from residences located on a
separate parcel under different ownership or a library, and the State required setback of 600 feet
from a day care center, youth center (including parks), or school. There are no known sensitive
uses within 600 feet of the project parcel. The closest known school to the site is the Modesto City
Schools child development center, which is located approximately 1,100 feet to the west from the
project site. There are no known bus stops in the vicinity of the project site. There are no known
dwellings or libraries within 200 feet from the proposed project site.

Odor Control: Odor control devices and techniques are required to be incorporated into all
commercial cannabis activities to ensure that odors from cannabis are not detectable off-site.
Commercial cannabis activities shall provide a sufficient odor absorbing ventilation and exhaust
system so that cannabis odors are not detected outside of the facility, anywhere on adjacent
property or public rights-of-way, on or about the exterior or interior common area walkways,
hallways, breezeways, foyers, lobby areas, or any other areas available for use by common tenants
or the visiting public, or within any other unit located inside the same building as a commercial
cannabis activity. As per the Air Quality and Odor Control Plan and the State of California
requirements, all products will be contained in State of California regulated, sealed tamper-proof
packing, which would drastically limit any odors. Furthermore, on-site consumption or sampling is
strictly prohibited and will be enforced by the applicant’'s employees and on-site security. The
building will be also fitted with an HVAC system that will utilize carbon filtration to neutralize any
potential odors from being exhausted outside the building.

Signage and Notices: The operator's CCA Permitis required to be posted inside the premises of
the commercial cannabis business in a location readily visible to the public. Each entrance to a
commercial cannabis activity premises shall be visibly posted with a clear and legible notice
indicating that no person under 21 years of age is permitted to enter upon the premises of the
commercial cannabis activity, and that smoking, ingesting, or otherwise consuming cannabis in the
parking areas, on the premises, or in the areas adjacent to the premises is prohibited. Limits on the
methods of advertising commercial cannabis activities is also included in Section 6.78.120. The
applicant has proposed a 4’x4’ advertising sign on the front of the building (see Exhibit B — Maps)
that will include the company name and logo. Conditions of approval have been added regarding
installation and any future replacement of the advertising signage, which will be required to be
approved by the City of Modesto per the County’s Sphere of Influence Policy.

Track and Trace: All permittees shall comply with the State of California and Stanislaus County
Agricultural Commissioner’s requirements for unique identifiers and Track and Trace programs and
shall pay all associated fees. The permittees shall obtain and use the unique identifiers from the
State and County identified source, maintain them in a readable form, comply with all data entry
requirements, and pay all required fees. Non-compliance with any track and trace requirements
shall be grounds for revocation, suspension, or nonrenewal of the permittee’s CCA permit.

Additionally, Section 6.78.120 restricts loitering, on-site consumption of cannabis products, and
outdoor storage of cannabis or cannabis products and sets up standards for records and record
keeping.
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Retail: All retail permittees shall ensure that all cannabis and cannabis products sold by the retailer
are cultivated, manufactured, transported, distributed, and tested by California licensed and
permitted facilities that are in full conformance with State and local regulations. In compliance with
State of California rules and regulations, retail permittees shall not distribute any cannabis or
cannabis products unless such products are labeled and in a tamper-proof package. Furthermore,
retail permittees shall not provide free samples of any type, including cannabis goods, to any
person, and shall not allow any person to provide free samples on the permittee’s premises.
Supplemental security procedures exist for retail operators that require age verification of all
customers, and in cases of medical cannabis customers, all pertinent medical documentation must
be presented to the permittee. Entrances into areas of retail shall be locked at all times and entry
shall be strictly controlled through an electronic/mechanical entry system. Uniformed security shall
be present on-site to control loitering, site access, prevent sampling or product use, and to serve as
visual deterrents for unlawful activities during business hours.

Delivery: All delivery permittees shall be conducted by employees that are at least 21 years of age.
Any delivery shall be made to customers at a physical address and shall be delivered strictly to only
the customer of record. Cannabis and cannabis products to be delivered shall be pre-packaged and
placed in an opaque package prior to delivery with no other products in the vehicle. The product
shall be maintained out of public view and shall be held in a separately locked and secured area
within the vehicle at all times until arrival at the delivery address. All doors and windows of the
vehicle shall be locked while the vehicle is unoccupied. During delivery, the location of each vehicle
shall be continuously electronically monitored, and the current locations of each vehicle shall be
identifiable within 50 feet of its actual location. No cash shall be carried or held by the delivery
employee or the vehicle and manifests of the delivery information are to be maintained within the
delivery vehicles.

The applicant has provided information on the operation which indicates that the project conforms to
the requirements included in Chapter 6.78 of the County Code. While that information is not
included as part of this Staff Report, it has been reviewed and verified by the various County
departments with responsibility for verifying compliance. Condition of Approval No. 2 of this Staff
Report requires that the operation comply with all of the requirements set forth in Chapter 6.78 of the
County Code (see Exhibit C — Conditions of Approval). Additionally, these requirements will be
verified through the building permit process and through annual monitoring of the operation during
the required annual renewal process of the CCA Permit.

ENVIRONMENTAL REVIEW

The California Environmental Quality Act (Section 21000, et seq. of the California Public Resources
Code, hereafter CEQA) requires analysis of agency approvals of discretionary “projects.” A project,
under CEQA, is defined as “the whole of an action, which has a potential for resulting in either a
direct physical change in the environment, or a reasonably foreseeable indirect physical change in
the environment.” The proposed project is a project under CEQA.

Staff has reviewed the proposed action and has identified that no further analysis is required
pursuant to CEQA Guidelines Section 15183 (Consistency with a General Plan, Community Plan, or
Zoning Ordinance for which an EIR was prepared). State CEQA Guidelines Section 15183 (Public
Resources Code Section 21083.3) provides that projects that are consistent with the development
density and intensity established by existing zoning, community plan, or general plan policies for
which an Environmental Impact Report (EIR) has been certified “shall not require additional
environmental review, except as might be necessary to examine whether there are project-specific
significant effects which are peculiar to the project or its site.”

10
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A project-specific CEQA Guidelines Section 15183 Consistency Checklist has been prepared for
this Use Permit and Development Agreement request to determine if the project, and any resulting
development, is consistent with Stanislaus County’s 2016 General Plan Update (GPU) EIR (See
Exhibit D — CEQA Guidelines Section 15183 Consistency Checklist). The GPU incorporated all
feasible mitigation measures identified in the EIR in the form of goals, objectives, policies, action
items and programs. All applicable policies and implementation measures identified in the GPU EIR
have been applied to this request as conditions of approval or will be applied to any resulting
development as part of standard development processes. As reflected in the Consistency Checklist,
any resulting development associated with the proposed commercial cannabis retail business will be
consistent with the density and intensity established by the M (Industrial) zoning district which has
been determined to be consistent with the site’s Industrial General Plan land use designation.
Therefore, because any development resulting from the proposed project is subject to the uses
allowed in the M (Industrial) zoning district, there are no effects peculiar to the project or project site
or substantial new information that would result in new or more severe adverse impacts than
discussed in the EIR certified on August 23, 2016 for the GPU and no further analysis is required.
Fish and Wildlife Fees for the EIR were paid on August 29, 2016 and no further fees are required.

A Notice of Exemption (See Exhibit | — Notice of Exemption) has also been prepared for the project,
which declares that the project is exempt from CEQA on the basis of CEQA Guideline Section
15061 (Common Sense Exemption).

As part of the review process, the proposed project was circulated to interested parties and
responsible agencies for review and comment and no significant issues were raised. (See Exhibit J
- Environmental Review Referrals.) Conditions of Approval reflecting referral responses have been
placed on the project. (See Exhibit C - Conditions of Approval.)

*kkkkk

Contact Person: Jeremy Ballard, Associate Planner, (209) 525-6330
Attachments:

Exhibit A — Findings and Actions Required for Project Approval
Exhibit B — Maps

Exhibit C—  Conditions of Approval

Exhibit D —  CEQA Guidelines Section 15183 Consistency Checklist
Exhibit E - Development Agreement

Exhibit F - Letters of Opposition

Exhibit G - Letter of Support

Exhibit H - Address Map

Exhibit | - Notice of Exemption

Exhibit J - Environmental Review Referral

I\PLANNING\STAFF REPORTS\UP\2020\CANNABIS APPLICATIONS\PLN2020-0036 - THE PEOPLE'S REMEDY\PLANNING COMMISSIONWULY 16, 2020\STAFF
REPORT\STAFF REPORT.DOC
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Findings and Actions Required for Project Approval

1.

Find that:

(a) No further analysis under CEQA is required pursuant to CEQA Guidelines Section
15183 (Consistency with a General Plan, Community Plan or Zoning for which an
EIR was prepared), on the basis of the whole record, including any comments
received in response to the Environmental Review Referral. The Project is consistent
with the development density established by existing zoning, community plan or
general plan policies for which an EIR was certified.

(b) There are no Project specific effects which are peculiar to the Project or its site, and
which the 2016 Stanislaus County General Plan Update (GPU) EIR Failed to analyze
as significant effects.

(c) There are no potentially significant off-site and/or cumulative impacts which the GPU
EIR failed to evaluate.

(d) There is no substantial new information which results in more severe impacts than
anticipated by the GPU EIR.

(e) The Project will undertake feasible mitigation measures specified in the GPU EIR.

(f) The Project is exempt as per CEQA Guidelines Section 15061, Common Sense
Exemption, from CEQA.

Order the filing of a Notice of Determination with the Stanislaus County Clerk-Recorder’s
Office pursuant to Public Resources Code Section 21152 and CEQA Guidelines Section
15075.

Find that the establishment, maintenance, and operation of the proposed use or building
applied for is consistent with the General Plan and will not, under the circumstances of the
particular case, be detrimental to the health, safety, and general welfare of persons residing
or working in the neighborhood of the use and that it will not be detrimental or injurious to
property and improvements in the neighborhood or to the general welfare of the County.

Find that the Development Agreement:

a. Is consistent with the General Plan and any applicable specific plan.

b. Is compatible with the uses authorized in, and the regulations prescribed for, the land
use district in which the real property is or will be located.

C. Is in conformity with and will promote public convenience, general welfare, and good
land use practice.

d. Will not be detrimental to health, safety, and general welfare.

e. Will not adversely affect the orderly development of property or the preservation of
property values.

f. Will promote and encourage the orderly development of the proposed project by

providing a greater degree of requisite certainty.

Approve Use Permit and Development Agreement Application No. PLN2020-0036 — The
Peoples Remedy, subject to the attached conditions of approval.

Authorize the Chairman of the Stanislaus County Board of Supervisors to execute the
attached Development Agreement.

Introduce, waive the reading, and adopt an ordinance for the approved Development
Agreement.

12 EXHIBIT A
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Sign Plan

The sign will be an externally illuminated (by spotlight), 4’x4’ sign located on the front facade of the
building. Please see the attached photograph. No other signage is planned.
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As Approved by the Board of Supervisors
August 25, 2020

NOTE: Approval of this application is valid only if the following conditions are met. This permit shall
expire unless activated within 18 months of the date of approval. In order to activate the permit, it
must be signed by the applicant and one of the following actions must occur: (a) a valid building
permit must be obtained to construct the necessary structures and appurtenances; or (b) the
property must be used for the purpose for which the permit is granted. (Stanislaus County
Ordinance 21.104.03)

CONDITIONS OF APPROVAL

USE PERMIT AND DEVELOPMENT AGREEMENT APPLICATION NO. PLN2020-0036 —

THE PEOPLE’S REMEDY

Department of Planning and Community Development

1.

Use(s) shall be conducted as described in the application and supporting information
(including the plot plan) as approved by the Planning Commission and/or Board of
Supervisors and in accordance with other laws and ordinances. All development standards
adopted for the M zoning district and 57-PM-13 shall remain in effect. No expansion of any
activities shall occur without approval of additional land use permits.

Commercial cannabis activities as authorized by Title 21 and Chapter 6.78 of the Stanislaus
County Code shall be located and operated in compliance with all the requirements of
Chapter 6.78 of the Stanislaus County Code and any other local requirements, and State
Laws and regulations, applicable to commercial cannabis activities.

Within 60 days of project approval, a complete Commercial Cannabis Activity Permit (CCA
permit) shall be submitted to the Treasurer/Tax Collector.

If the Development Agreement, CCA permit, or state licenses associated with this land use
entitlement are revoked, expired, or otherwise deemed ineffective, all commercial cannabis
activities on the project site shall cease, until all applicable permits and agreements have
been reinstated.

Commercial cannabis activities which have obtained their CCA permit shall have six months
from the effective date of issuance of the permit to obtain the required licenses from the
State. If all state licenses and approvals required to operate the commercial cannabis
activity are not obtained within the six-month period, the CCA permit shall not be renewed.

Developer shall pay all Public Facilities Impact Fees and Fire Facilities Fees as adopted by
Resolution of the Board of Supervisors. The fees shall be payable at the time of issuance of
a building permit for any construction in the development project and shall be based on the
rates in effect at the time of building permit issuance.

The applicant/owner is required to defend, indemnify, or hold harmless the County, its
officers, and employees from any claim, action, or proceedings against the County to set
aside the approval of the project which is brought within the applicable statute of limitations.
The County shall promptly notify the applicant of any claim, action, or proceeding to set
aside the approval and shall cooperate fully in the defense.

EXHIBIT C



UP DA PLN2020-0036 As Approved by the Board of Supervisors

Conditions of Approval Augqust 25, 2020
July 16, 2020

Page 2

8. Prior to issuance of a CCA permit, the permittee shall provide a security plan, in accordance

with Section 6.78.120(C) of the County Code, to the Sheriff's Department for review and
approval. The security plan shall be reviewed annually or as often as deemed necessary by
the Sheriff's Department.

9. Prior to issuance of a CCA permit, operator shall designate two individuals who shall be
available at all times to communicate with the County Sheriff's Department and Code
Enforcement.

10. Prior to issuance of a CCA permit, operator shall designate two persons who shall be

available at all times to respond to community inquiries and complaints.

11. The Clerk of the Board shall record the executed Development Agreement and the
Department of Planning and Community Development shall record a Notice of
Administrative Conditions and Restrictions (NOACR) with the County Clerk-Recorder’s
Office within 30 days of project approval. The NOACR includes Conditions of
Approval/Development Standards and Schedule, any adopted mitigation measures, and a
project area map.

12. Prior to issuance of any building permit for any alterations to the existing exterior lighting, a
photometric lighting plan shall be submitted for review and approval by the Planning
Department. All exterior lighting shall be designed (aimed down and toward the site) to
provide adequate illumination without a glare effect. This shall include, but not be limited to,
the use of shielded light fixtures to prevent skyglow (light spilling into the night sky) and the
installation of shielded fixtures to prevent light trespass (glare and spill light that shines onto
neighboring properties).

13. Any construction resulting from this project shall comply with standardized dust controls
adopted by the San Joaquin Valley Air Pollution Control District (SJVAPCD) and may be
subject to additional regulations/permits, as determined by the SJVAPCD.

14. All proposed advertising signage shall comply with the City of Modesto’s design standards
and shall be approved by the City, prior to submittal of a building permit to the County
Building Permits Division.

15. Pursuant to State Water Resources Control Board Order 99-08-DWQ and National Pollutant
Discharge Elimination System (NPDES) General Permit No. CAS000002, prior to
construction, the developer shall be responsible for contacting the California Regional Water
Quality Control Board to determine if a “Notice of Intent” is necessary, and shall prepare all
appropriate documentation, including a Storm Water Pollution Prevention Plan (SWPPP).
Once complete, and prior to construction, a copy of the SWPPP shall be submitted to the
Stanislaus County Department of Public Works.

16. Should any archeological or human remains be discovered during development, work shall
be immediately halted within 150 feet of the find until it can be evaluated by a qualified
archaeologist. If the find is determined to be historically or culturally significant, appropriate
mitigation measures to protect and preserve the resource shall be formulated and
implemented. Construction activities shall not resume in the area until an on-site
archeological mitigation program has been approved by a qualified archeologist. The
Central California Information Center shall be notified if the find is deemed historically or
culturally significant.
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Conditions of Approval Augqust 25, 2020
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17. Prior to issuance of a building permit, an amended lease agreement including a minimum of

11 dedicated parking spaces shall be executed. The amended lease shall include all newly
developed onsite parking spaces as exclusive to the building.

Department of Public Works

18. No parking, loading, or unloading of vehicles is permitted within the Lone Palm Avenue right-
of-way. The developer shall install or pay for the installation of any off-site signs and/or
markings, as required by Stanislaus County.

19. A grading, drainage, and erosion/sediment control plan for the project site shall be submitted
for any applicable site work. The grading and drainage plan shall include the following
information:

a) The plan shall contain drainage calculations and enough information to verify that
runoff from project will not flow onto adjacent properties and Stanislaus County road
right-of-way. Public Works will review and approve the drainage calculations.

b) For projects greater than one acre in size, the grading drainage and
erosion/sediment control plan shall comply with the current State of California
National Pollutant Discharge Elimination System (NPDES) General Construction
Permit. A Waste Discharge Identification Number (WDID) and a copy of the Notice
of Intent (NOI) and the project’s Storm Water Pollution Prevention Plan (SWPPP)
shall be provided prior to the approval of any grading, if applicable.

c) The applicant of the grading permit shall pay the current Stanislaus County Public
Works weighted labor rate for review of the grading plan.

d) The applicant of the grading permit shall pay the current Stanislaus County Public
Works weighted labor rate for all on-site inspections. The Public Works inspector
shall be contacted 48 hours prior to the commencement of any grading or drainage
work on-site.

20. The applicant shall comply with Stanislaus County Code, Chapter 14.14 Stormwater
Management and Discharge.

Building Permits Division

21. Building permits are required, and the project must conform with the California Code of
Regulations, Title 24. All unpermitted portions of existing buildings, including unpermitted
interior improvements on compartmentalized portions of the existing structure, shall obtain
building permits and shall comply with the provisions of the code set forth in the most current
adopted California Code of Regulations Title 24 or be demolished. It shall be unlawful for
any person, firm, or corporation to erect, construct, alter, or occupy any building or portions
of any buildings where unpermitted work exists.

22. Allindoor cultivation, distribution, and storage areas shall be considered S-1 occupancies in
accordance to the most current adopted California Building Code, California Code of
Regulations Title 24.
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Conditions of Approval Augqust 25, 2020
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23. No change shall be made in the use or occupancy of any building unless such building is

made to comply with the requirements of the most current adopted California Building Code,
California Code of Regulations Title 24, Volumes 1 and 2 of Part 2.

24. Accessibility for existing buildings shall comply with Section 410 of the California Building
Code, California Code of Regulations Title 24, Part 10.

25. Mercantile Occupancies with a total occupant load of 50 or less, including customers and
employees, require one toilet facility, designed for use by no more than one person at a time,
which shall be permitted for use by both sexes.

26. All plans submitted shall be reviewed and/or designed by a California licensed architect or
engineer.

Modesto Irrigation District

27. High voltage is present within and adjacent to the project area. This includes 12,000 volts of
underground primary and 12,000 volts overhead primary and secondary facilities. Use
extreme caution when operating heavy equipment, using a crane, ladders, scaffolding, hand-
held tools, or any other type of equipment near the existing MID electric lines and cables.
Assume all overhead and underground electric facilities are energized at all times.

28. MID requires that any trenching maintain a 1:1 horizontal distance from any existing pole,
determined by the depth of the trench. If trenching encroaches on this requirement, the
Contractor needs to contact the MID Electric Engineering Department to brace any effected
poles during the trenching process. The cost of any required pole bracing will be assumed
by the requesting party. Estimates for bracing any existing poles will be supplied upon
request.

29. Prior to any construction, the applicant shall submit a full set of construction plans to MID to
determine if existing electrical services are adequate.

Central Valley Air Pollution Control District

30. Prior to the start of construction, the property owner/operator shall contact the District’s
Small Business Assistance Office to determine if any Air District permits or if any other
District rules or permits are required, including but not limited to an Authority to Construct
(ATC).

Central Valley Regional Water Quality Control Board

31. Prior to ground disturbance or issuance of a building permit, the Central Valley Regional
Quality Control Board shall be consulted to obtain any necessary permits and to implement
any necessary measures, including but not limited to Cannabis General Order, Construction
Storm Water General Permit, Phase | and Il Municipal Separate Storm Sewer System (MS4)
Permits, Industrial Storm Water General Permit, Clean Water Act Section 404 Permit, Clean
Water Act Section 401 Permit (Water Quality Certification), Waste Discharge Requirements,
Dewatering Permit, Low or Limited Threat General NPDES Permit, NPDES Permit, or any
other applicable Regional Water Quality Control Board permit.

hkkkkkkk
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Please note: If Conditions of Approval/Development Standards are amended by the Planning
Commission or Board of Supervisors, such amendments will be noted in the upper right-hand corner
of the Conditions of Approval/Development Standards; new wording is in bold, and deleted wording

will have a #ne-through-t



DEPARTMENT OF PLANNING AND COMMUNITY DEVELOPMENT
1010 10" Street, Suite 3400, Modesto, CA 95354

Planning Phone: (209) 525-6330  Fax: (209) 525-5911

Building Phone: (209) 525-6557  Fax: (209) 525-7759

CEQA Guidelines §15183 Consistency Checklist

Adapted from CEQA Guidelines APPENDIX G Environmental Checklist Form, Final Text, December 30, 2009

1. Project title: Use Permit & Development Agreement
Application No. PLN2020 - 0036 - The
People’s Remedy

2. Lead agency name and address: Stanislaus County
1010 10" Street, Suite 3400
Modesto, CA 95354

3. Contact person and phone number: Jeremy Ballard, Associate Planner

4. Project location: 1119 Lone Palm Avenue, between Woodland
and Kansas Avenue, west of State Route 99, in
the Modesto area. (APN: 029-011-075).

5. Project sponsor’s name and address: Mark Ponticelli dba The People’s Remedy
6. General Plan designation: Industrial

7. Zoning: M (Industrial)

8. Description of project:

This is a request to obtain a Use Permit and Development Agreement to establish a commercial cannabis retail storefront
business including delivery services within a portion of an existing 12,000 square-foot building located in the M
(Industrial) zoning district. The project request also includes delivery services. The proposed project will include the
use of a 2,400-square foot portion of the existing building which will include a reception room, sales room, office,
employee breakroom, and customer bathroom. Delivery services will consist of one hybrid vehicle, which will be secured
within the warehouse portion of the building during off hours. Additionally, the applicant proposes to add eleven parking
spaces along the northern portion of the building. The new spaces will be created, by grading and raising four existing
truck bay areas. The bays will be brought to the same grade as the street. The applicant will also remove four existing
roll-up doors, leaving one roll-up door to be utilized for deliveries of supplies. The remaining balance of the 12,000-
square-foot building will be used for storage of non-cannabis supplies related to the retail business. Hours of operation
are proposed to be seven days a week from 10:00 AM to 10:00 PM and will consist of approximately six to eight
employees per shift, for a total of three shifts per day. There will be no additional employees associated with the storage
of supplies. The project site is being served by the City of Modesto for public water and sewer services. The applicant
anticipates one vehicle trip per day associated with the delivery of supplies, between 12 to 15 deliveries per a day, and
approximately 375 customers per day. The business is currently operating at 1350 Lone Palm and is requesting to
relocate their current business to this proposed location.

9. Surrounding land uses and setting: Industrial and non-retail commercial in all
directions; State Route 99 to the east, scattered
single family dwellings to the southeast. The
project site is located within an unincorporated
pocket of the City of Modesto.

STRIVING TOGETHER TO BE THE BEST!

EXHIBIT D
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Stanislaus County Department of Public Works
Department of Environmental Resources, City
of Modesto, Modesto Irrigation District, Bureau
of Cannabis Control

10. Other public agencies whose approval is required (e.g.,
permits, financing approval, or participation agreement.):

Appendix A - 2016 General Plan Update EIR

1. Attachments:
Summary of Impacts and Mitigation Measures

STRIVING TO BE THE BEST COUNTY IN AMERICA
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CEQA Guidelines §15183 Consistency Checklist

Findings

In accordance with CEQA Guidelines §15183, no additional CEQA review is required for the Project as the project has been
determined to be consistent with the Environmental Impact Report (EIR) certified on August 23, 2016 for the Stanislaus
County 2016 General Plan Update (GPU) as the following findings can be made:

1. The Project is consistent with the development density established by existing zoning, community plan or general
plan policies for which an EIR was certified.

2. There are no Project specific effects which are peculiar to the Project or its site, and which the GPU EIR Failed to
analyze as significant effects.

3. There are no potentially significant off-site and/or cumulative impacts which the GPU EIR failed to evaluate.

4. There is no substantial new information which results in more severe impacts than anticipated by the GPU EIR.

5. The Project will undertake feasible mitigation measures specified in the GPU EIR.

Overview

This checklist provides an analysis of potential environmental impacts resulting from the Project. Following the format of
CEQA Guidelines Appendix G, environmental effects are evaluated to determine if the Project would result in a potentially
significant impact triggering additional review under Guidelines Section 15183.

. Items checked “Significant Project Impact” indicates that the Project could result in a significant effect which either
requires mitigation to be reduced to a less than significant level or which has a significant, unmitigated impact.

. Items checked “Impact not identified by the GPU EIR” indicates the Project would result in a Project specific
significant impact (peculiar off-site or cumulative that was not identified in the GPU EIR.

. Iltems checked “Substantial New Information” indicates that there is new information which leads to a determination
that a Project impact is more severe than what had been anticipated by the GPU EIR.

. Items checked “Consistent with GPU EIR” indicates that the Project meets findings 1-5 listed above, as included in
CEQA Guidelines §15183.

In approving a project meeting the requirements under CEQA Guidelines §15183, a public agency shall limit its examination
of environmental effects to those which the agency determines, in an initial study or other analysis: (1) Are peculiar to the
project or the parcel on which the project would be located; (2) Were not analyzed as significant effects in a prior EIR on
the zoning action, general plan, or community plan, with which the project is consistent; (3) Are potentially significant off-
site impacts and cumulative impacts which were not discussed in the prior EIR prepared for the general plan, community
plan or zoning action; or (4) Are previously identified significant effects which, as a result of substantial new information
which was not known at the time the EIR was certified, are determined to have a more severe adverse impact than discussed
in the prior EIR.

If an impact is not peculiar to the parcel or to the project, has been addressed as a significant effect in the prior EIR, or can
be substantially mitigated by the imposition of uniformly applied development policies or standards, as contemplated by,
then an additional environmental review need not be prepared for the project solely on the basis of that impact.

A summary of Staff's analysis of each potential environmental effect is provided below the checklist for each subject area.
The GPU EIR, including a list of applicable General Plan policies, references, significance guidelines, and technical studies
used to support the analysis can be found at http://www.stancounty.com/planning/pl/general-plan.shtim. All feasible
mitigation measures have been incorporated into the Updated Stanislaus County General Plan in the form of goals,
objectives, policies, action items and programs to reduce the anticipated environmental impacts.
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ENVIRONMENTAL FACTORS POTENTIALLY AFFECTED:
The environmental factors checked below would be potentially affected by this project, involving at least one
impact that is a “Potentially Significant Impact” as indicated by the checklist on the following pages.

[0 Aesthetics [ Agriculture & Forestry Resources O Air Quality

[0 Biological Resources O Cultural Resources O Energy

[0 Geology / Soils O Greenhouse Gas Emissions 0 Hazards & Hazardous Materials
0 Hydrology / Water Quality 0 Land Use / Planning 0 Mineral Resources

0 Noise [0 Population/Housing O Public Services

[0 Recreation O Transportation O Utilities/Service Systems

O wildfire [0 Mandatory Findings of

Significance

DETERMINATION: (To be completed by the Lead Agency)
On the basis of this initial evaluation:

|:| | find that the proposed project would result in a project specific significant impact (peculiar off-site or
cumulative) that was not identified in the GPU EIR.

I find that the proposed project could result in a significant effect which either requires mitigation to be
reduced to a less than significant level or which has a significant unmitigated impact.

O O

| find that the proposed project includes new information which leads to a determination that a project
impact is more severe than what had been anticipated by the GPU EIR.

X

| find that all potentially significant effects have been analyzed adequately in the GPU EIR and that with
the application of uniformly applied development policies and/or standards, no further environmental
review is required.

Jeremy Ballard May 8, 2020
Prepared by Date
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ISSUES
I. AESTHETICS - Except as provided in Public | Significant | Impact Not | Substantial | Consistent
Resources Code Section 21099, could the project: Project Identified by New with GPU
Impact GPU EIR Information EIR
a) Have a substantial adverse effect on a scenic vista? X

b) Substantially damage scenic resources, including,
but not limited to, trees, rock outcroppings, and historic
buildings within a state scenic highway?

c) In non-urbanized areas, substantially degrade the
existing visual character or quality of public views of
the site and its surroundings? (Public views are those
that are experienced from publicly accessible vantage X
point). If the project is in an urbanized area, would the
project conflict with applicable zoning and other

| regulations governing scenic quality?

d) Create a new source of substantial light or glare
which would adversely affect day or nighttime views in X
the area?

Discussion: The GPU EIR determined that overall, development that would result from implementation of the General
Plan would change the existing visual character of the County, but not to a significant extent. The only scenic designation
in the County is along I-5, which is not near the project site. The site itself is not considered to be a scenic resource or a
unique vista. Community standards generally do not dictate the need or desire for architectural review of agricultural or
residential subdivisions.

The GPU EIR found potential impacts associated with light and glare to be significant and unavoidable. However, the
inclusion of Land Use Element Goal 2, Policy 16, Implementation Measures 1 and 2 requires that outdoor lighting be efficient
and designed to provide minimum impact to the surrounding environment through the use of shielded fixtures which direct
light only towards the objects requiring illumination reduces this impact. Any construction that may occur in the future would
be required to meet this General Plan policy.

The site itself is not considered to be a scenic resource or a unique vista. The project site is currently developed with a
12,000 square foot industrial warehouse building, which is similar with neighboring industrial development. The proposed
project will include retail and delivery sales of commercial cannabis within 2,400 square feet of the existing building. Delivery
services will consist of one hybrid vehicle, which will be secured within the warehouse portion of the building during off
hours. Additionally, the applicant proposes to add eleven parking spaces along the northern portion of the building. The
new spaces will be created, by grading and raising four existing truck bay areas. The bays will be brought to the same
grade as the street. The applicant will also remove four existing roll-up doors, leaving one roll-up door to be utilized for
deliveries of supplies. The remaining balance of the 12,000-square foot building will be used for storage of non-cannabis
supplies related to the retail business.

The Bureau of Cannabis Control (BCC) developed an initial study for the commercial cannabis activities they regulate
including as retail, distribution, laboratory testing, and microbusinesses. The section relating to aesthetics stated that
impacts are to be anticipated to be less than significant as most activities are required to take place indoors, limiting any
degradation to the existing visual character or quality of public views, and creation of new sources of lighting would fall
under the local jurisdiction for meeting requirements limiting light pollution.

A condition of approval will be incorporated into the Use Permit, in order to minimize potential impacts from on-site lighting,
requiring all exterior lighting to be designed (aimed down and toward the site) to provide adequate illumination without a
glare effect. Any further development resulting from this project will be consistent with existing area development.
Accordingly, the potential impacts to Aesthetics are considered to be consistent with those considered in the GPU EIR.

Mitigation: None.
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References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Materials; Stanislaus County Zoning
Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus County General Plan and Support
Documentation’.

Il. AGRICULTURE AND FOREST RESOURCES: In | Significant | Impact Not | Substantial | Consistent
determining whether impacts to agricultural resources Project Identified by New with GPU
are significant environmental effects, lead agencies may Impact GPU EIR Information EIR
refer to the California Agricultural Land Evaluation and
Site Assessment Model (1997) prepared by the California
Department of Conservation as an optional model to use
in assessing impacts on agriculture and farmland. In
determining whether impacts to forest resources,
including timberland, are significant environmental
effects, lead agencies may refer to information compiled
by the California Department of Forestry and Fire
Protection regarding the state’s inventory of forest land,
including the Forest and Range Assessment Project and
the Forest Legacy Assessment project; and forest
carbon measurement methodology provided in Forest
Protocols adopted by the California Air Resources
Board. -- Would the project:

a) Convert Prime Farmland, Unique Farmland, or
Farmland of Statewide Importance (Farmland), as shown
on the maps prepared pursuant to the Farmland Mapping X
and Monitoring Program of the California Resources
| Agency, to non-agricultural use?

b) Conflict with existing zoning for agricultural use, or a X
Williamson Act contract?

c) Conflict with existing zoning for, or cause rezoning of,
forest land (as defined in Public Resources Code section
12220(g)), timberland (as defined by Public Resources

Code section 4526), or timberland zoned Timberland X
Production (as defined by Government Code section

51104(g))?

d) Result in the loss of forest land or conversion of forest X

land to non-forest use?

e) Involve other changes in the existing environment
which, due to their location or nature, could result in X
conversion of Farmland, to non-agricultural use or
conversion of forest land to non-forest use?

Discussion: The GPU EIR determined that impacts to Agriculture and Forest Resources resulting from implementation
of the General Plan are less than significant. The project site is comprised of a 0.68 + acre parcel in the M (Industrial)
zoning district. The proposed project will include retail and delivery sales of commercial cannabis within 2,400 square feet
of an existing industrial warehouse building. The remining portion of the warehouse will be utilized for storage of non-
cannabis supplies. The existing industrially developed site is classified as Urban and Built Up Land by the California
Department of Conservation’s Farmland Mapping and Monitoring Program. The United States Department of Agriculture
Natural Resources Conservation Service (USDA NRCS) Web Soil Survey indicates that property is comprised of Hanford
Fine Sandy Loam, 0 to 1 percent slopes. Additionally, the site has been fully paved. The project site soils would not be
considered Prime Farmland.

All commercial cannabis uses are required under Stanislaus County Code 6.78.080(a) to participate in State of California’s
and Stanislaus County’s Agricultural Commissioners Track and Trace Program for all cannabis grown within the facility.
The proposed project was referred to Modesto Irrigation District, no response has been received to date.

The BCC'’s initial study relied on local authority for further review of potential impacts to Agriculture and Forest Resources
from Testing activities. The project site does not contain forest land or timberland. The proposed project will take place
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indoors within an existing building which is in a developed area, not adjacent to any agricultural land. No impacts to
important farmland, agriculturally zoned land, land subject to a Williamson Act contract, or timberlands are anticipated.
Accordingly, the potential impacts associated with this project to Agriculture and Forest Resources are considered to be
consistent with those considered in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Natural Resources Conservation Service Soil
Survey; application information; Stanislaus Soil Survey (1957); California State Department of Conservation Farmland
Mapping and Monitoring Program - Stanislaus County Farmland 2018; California Government Code section 66474.4(c)(1);
Application Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus
County General Plan and Support Documentation'’

lll. AIR QUALITY: Where available, the significance | Significant | Impact Not | Substantial | Consistent
criteria established by the applicable air quality Project Identified by New with GPU
management district or air pollution control district may Impact GPU EIR Information EIR
be relied upon to make the following determinations. --

Would the project:

a) Conflict with or obstruct implementation of the X
applicable air quality plan?

b) Result in a cumulatively considerable net increase of

any criteria pollutant for which the project region is non-

attainment under an applicable federal or state ambient X

air quality standard?

c) Expose sensitive receptors to substantial pollutant

concentrations? X

d) Result in other emissions (such as those odors X
adversely affecting a substantial number of people?

Discussion:  The proposed project is located within the San Joaquin Valley Air Basin (SJVAB) and, therefore, falls under
the jurisdiction of the San Joaquin Valley Air Pollution Control District (SJVAPCD). In conjunction with the Stanislaus Council
of Governments (StanCOG), the SJVAPCD is responsible for formulating and implementing air pollution control strategies.
The SJVAPCD’s most recent air quality plans are the 2007 PM10 (respirable particulate matter) Maintenance Plan, the
2008 PM2.5 (fine particulate matter) Plan, and the 2007 Ozone Plan. These plans establish a comprehensive air pollution
control program leading to the attainment of state and federal air quality standards in the SJVAB, which has been classified
as “extreme non-attainment” for ozone, “attainment” for respirable particulate matter (PM-10), and “non-attainment” for PM
2.5, as defined by the Federal Clean Air Act.

The GPU EIR determined that most impacts to Air Quality resulting from implementation of the General Plan are less than
significant. However, it also determined that construction-related emissions in excess of the SJVAB’s thresholds of
significance were unquantifiable and thus considered to be significant and unavoidable. Construction-related emissions
would vary substantially depending on the level of activity, length of the construction period, specific construction operations,
types of equipment, number of personnel, wind and precipitation conditions, and soil moisture content. Should construction
activities exceed the SUIVAPCD'’s thresholds for ROG and NOX of 10 tons per year or PM10 or PM2.5 of 15 tons per year,
a significant construction-related impact would occur.

The project site is currently developed with a 12,000 square foot industrial warehouse building, which is similar with
neighboring industrial development. The proposed project will include retail and delivery sales of commercial cannabis
within 2,400 square feet of the existing building. The remining portion of the warehouse will utilized for storage of non-
cannabis supplies. No construction emissions are anticipated as the project site is already developed, and only tenant
improvements are proposed for a portion of the warehouse building. The primary source of operational air pollutants
generated by this project would be classified as being generated from "mobile" sources created from increased vehicle trips
generated by employees and shipping/receiving vehicles. Additionally, the San Joaquin Valley Air Pollution Control District’s
Small Project Analysis Level (SPAL) analyses indicates that the minimum threshold of significance for criteria pollutant
emissions for commercial projects is 1,673 trips/day and 1,506 trips/day for industrial projects.
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Potential impacts to air quality are evaluated by Vehicle Miles Traveled (VMT) for this project. The calculation of VMT is
the number of cars/trucks multiplied by the distance traveled by each car/truck. CEQA Guidelines Section 15064.3,
subdivision (a), defines VMT as the amount and distance of automobile travel attributable to a project. A technical advisory
on evaluating transportation impacts in CEQA published by the Governor’s Office of Planning and Research (OPR) in
December of 2018 clarified the definition of automobiles as referring to on-road passenger vehicles, specifically cars and
light trucks. While heavy trucks are not considered in the definition of automobiles for which VMT is calculated for, heavy-
duty truck VMT could be included for modeling convenience. According to the same technical advisory from OPR, many
local agencies have developed screening thresholds of VMT to indicate when detailed analysis is needed. Absent
substantial evidence indicating that a project would generate a potentially significant level of VMT, or inconsistency with a
Sustainable Communities Strategy (SCS) or general plan, projects that generate or attract fewer than 110 trips per day
generally may be assumed to cause a less-than significant transportation impact. The proposed project will result in an
increase of Vehicle Miles Traveled; however, the increase associated with the proposed project is less than significant as
the additional amount of heavy truck trips is less than 110 per day.

The applicant anticipates three shifts of six to eight employees per shift and a total of 350-375 customers per day.
Additionally, there will be approximately one vehicle trip per day associated with the delivery of supplies for the entire
operation, and between 12 to 15 deliveries per a day, which would be below the District’s threshold for significance. Mobile
sources are generally regulated by the California Air Resources Board of the California Environmental Protection Agency
which sets emissions for vehicles and acts on issues regarding cleaner-burning fuels and alternative fuel technologies. As
such, the District has addressed most criteria air pollutants through basin-wide programs and policies to prevent cumulative
deterioration of air quality within the Air Basin.

The BCC'’s initial study for commercial cannabis retail activities stated that the operations could result in air pollution
emissions from daily customer or employee vehicle trips in the form of fuel combustion. The initial study states that
permitting activities like retail, testing, distribution or microbusiness would require them to be brought into compliance with
the Air District’s regulations, contributing to meeting basin wide goals.

The project was referred to the Air District, which responded that the project is not anticipated to have a significant effect on
the environment. Additionally, the District requires to have odor control measures in place prior to operation. The County
has adopted odor control measures for all commercial cannabis projects that are required to be in place prior to operation
and met in perpetuity. The proposed project being retail only, would not result in activities with unpackaged cannabis or
cannabis products. The products are required to be sealed to State of California standards which would drastically limit any
odors. Consequently, State law and the County’s ordinance prohibits any sampling or ingestion of cannabis on-site. Lastly,
the project may be subject to various District rules, therefore, a condition of approval has been requested to be added to
the project requiring an Authority to Construct permit prior to commencement of work.

Potential impacts on local and regional air quality are anticipated to be less than significant, falling below SJVAPCD
thresholds. Accordingly, the potential impacts to Air Quality are considered to be consistent with those considered in the
GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; San Joaquin Valley Air Pollution Control District -
Regulation VIII Fugitive Dust/PM-10 Synopsis, Small Project Level Analysis Level; www.valleyair.org; SIVAPCD Project
Referral Response, dated May 11, 2020; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General
Plan EIR; Stanislaus County General Plan and Support Documentation’

as a candidate, sensitive, or special status species in
local or regional plans, policies, or regulations, or by
the California Department of Fish and Game or U.S. Fish
and Wildlife Service?

IV. BIOLOGICAL RESOURCES -- Would the project: Significant | Impact Not Substantial | Consistent
Project Identified by New with GPU
Impact GPU EIR Information EIR

a) Have a substantial adverse effect, either directly or

through habitat modifications, on any species identified X
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b) Have a substantial adverse effect on any riparian
habitat or other sensitive natural community identified
in local or regional plans, policies, regulations, or by the X
California Department of Fish and Game or U.S. Fish
and Wildlife Service?

c) Have a substantial adverse effect on state or federally
protected wetlands (including, but not limited to,

marsh, vernal pool, coastal, etc.) through direct X
removal, filling, hydrological interruption, or other
means?

d) Interfere substantially with the movement of any
native resident or migratory fish or wildlife species or
with established native resident or migratory wildlife
corridors, or impede the use of native wildlife nursery
sites?

e) Conflict with any local policies or ordinances
protecting biological resources, such as a tree X
preservation policy or ordinance?

f) Conflict with the provisions of an adopted Habitat
Conservation Plan, Natural Community Conservation
Plan, or other approved local, regional, or state habitat
conservation plan?

Discussion: The GPU EIR determined that most impacts to Biological Resources resulting from implementation of the
General Plan has no impact or a less than significant impact. However, it also determined that there was a significant and
unavoidable impact to the movement of any native resident or migratory fish or wildlife species or established native resident
or migratory wildlife corridors, or the use of native wildlife nursery sites, due to potential impacts to riparian habitat.

The project is located within the Salida Quad of the California Natural Diversity Database. There are 14 plants and animals
that are state or federally listed, threatened, or identified as species of special concern in this quad. These species include:
the Swainson’s hawk, conservancy fairy shrimp, vernal pool tadpole shrimp, chinook salmon, tricolored blackbird, California
Tiger Salamander, valley elderberry longhorn beetle, willow flycatcher, western yellow-billed cuckoo, riparian brush rap and
woodrat, San Joaugin Kit Fox, least Bell's vireo, and Greene’s tuctoria. Because the project site is already developed with
an industrial building, and is completely paved and landscaped, the likelihood for these species to be present on the project
site is very low. The site is zoned M (Industrial), which allows for the operation of various industrial uses such as
manufacturing, warehousing, and other commercial activities such as retail. Furthermore, there is no sensitive habitat
present on the site including wetlands or other waters of the State or of the United States.

The BCC's initial study for the activities stated, that commercial cannabis retail activities are anticipated to have a less than
significant impact on biological resources, as the business would be primarily located indoors on an already developed site
which is already connected to public water, sewer, and stormwater management infrastructure.

An Early Consultation was referred to the California Department of Fish and Wildlife (formerly the Department of Fish and
Game) and no response was received.

The project will not conflict with a Habitat Conservation Plan, a Natural Community Conservation Plan, or other locally
approved conservation plans. Impacts to endangered species or habitats, locally designated species, or wildlife dispersal
or mitigation corridors are considered to be less than significant. It does not appear that this project will result in significant
impacts to biological resources. Accordingly, the potential impacts to Biological Resources are less significant than those
considered in the GPU EIR. Less than significant impacts are considered to be consistent with the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; California Department of Fish and Wildlife’s Natural
Diversity Database Quad Species List; U.S. Geographical Survey Topographic Quadrangle Map Series; Application
Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus County
General Plan and Support Documentation’
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V. CULTURAL RESOURCES -- Would the project: Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Cause a substantial adverse change in the

significance of a historical resource pursuant to in § X

15064.57

b) Cause a substantial adverse change in the

significance of an archaeological resource pursuant to X

§ 15064.5?

c) Disturb any human remains, including those interred

outside of formal cemeteries? X

Discussion: The GPU EIR determined that impacts to Cultural Resources resulting from implementation of the General
Plan were significant and unavoidable. The GPU EIR states that development that occurs pursuant to the General Plan,
as amended by the project will result in changes to existing cultural resources. At the individual project level, there may be
future projects that are consistent with the General Plan, comply with all state and local laws that are protective of significant
historical resources, and still result in a significant adverse impact on a historical resource. Typically, this would be a project
that demolishes or otherwise destroys a significant historical resource. Demolition or destruction cannot be mitigated under
CEQA. The GPU EIR assumed that there would be development projects with this impact in the future. Therefore, when
examined in conjunction with development under the General Plan, the GPU EIR determined that there would be a
significant and unavoidable impact to Cultural Resources.

The BCC'’s initial study stated that less than significant impacts to Cultural and Historical Resources were anticipated to
occur as a result of commercial cannabis retail activities because construction and development of project sites are not
included in the scope of the BCC cannabis program and relied on local authority for further review of these activities.

The project does not include any new building construction and is proposing to utilize a 2,400 square-foot portion an existing
12,000 square feet industrial warehouse building. Additionally, the entire site is paved. However, conditions of approval
will be placed on the project requiring that should construction activities occur in the future, construction activities be halted
if any cultural or paleontological resources are encountered until appropriate agencies are contacted and an archaeological
survey is completed.

It does not appear that this project will result in significant impacts to any archaeological or cultural resources. Accordingly,
the potential impacts to Cultural Resources are less significant than those considered in the GPU EIR. Less than significant
impacts are considered to be consistent with the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Materials; Stanislaus County Zoning

Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus County General Plan and Support
Documentation’

VI. ENERGY. -- Would the project: Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Result in potentially significant environmental

impact due to wasteful, inefficient, or unnecessary

consumption of energy resources, during project X

construction or operation?

b) Conflict with or obstruct a state or local plan for X

renewable energy or energy efficiency?
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Discussion: The GPU EIR determined that impacts to Energy resulting from implementation of the General Plan are
less than significant. The CEQA Guidelines Appendix F states that energy consuming equipment and processes, which
will be used during construction or operation, shall be taken into consideration when evaluating energy impacts, such as:
energy requirements of the project by fuel type and end use; energy conservation equipment and design features; energy
supplies that would serve the project; and total estimated daily vehicle trips to be generated by the project and the additional
energy consumed per trip by mode. Additionally, the project’s compliance with applicable state or local energy legislation,
policies, and standards must be considered.

The County has updated its General Plan to require that all construction in the County comply with the California Building
Code. No new construction is proposed. However, the project will be required to make tenant improvements prior to
operating. The building permit required for the improvements will have to address energy compliance with Title 24, Green
Building Code. Energy use associated with day-to-day operations is expected to be minimal and similar or less than light
industrial development adjacent to the project site. Additionally, the applicant has stated that they anticipate use of a hybrid
vehicle for all product deliveries. Utility providers that serve cannabis businesses fall under statewide regulatory orders to
curb GHG emissions and require utility users to require or incentivize inefficient equipment replacement to meet that
reduction targets.

It does not appear that this project will result in significant impacts to the wasteful, inefficient, or unnecessary consumption
of energy resources. Accordingly, the potential impacts to Energy are considered to be consistent with those evaluated in
the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Material; Title 16 of County Code; CA
Building Code; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus
County General Plan and Support Documentation

VIl. GEOLOGY AND SOILS -- Would the project: Significant Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR
EIR

a) Directly or indirectly cause potential substantial
adverse effects, including the risk of loss, injury, or
death involving:

i) Rupture of a known earthquake fault, as
delineated on the most recent Alquist-Priolo
Earthquake Fault Zoning Map issued by the State
Geologist for the area or based on other X
substantial evidence of a known fault? Refer

to Division of Mines and Geology Special
Publication 42.

ii) Strong seismic ground shaking?

iii) Seismic-related ground failure, including

liquefaction?

iv) Landslides?

b) Result in substantial soil erosion or the loss of
topsoil?

c) Be located on a geologic unit or soil that is unstable,
or that would become unstable as a result of the
project, and potentially result in on- or off-site X
landslide, lateral spreading, subsidence, liquefaction
or collapse?

d) Be located on expansive soil, as defined in Table 18-
1-B of the Uniform Building Code (1994), creating X
substantial direct or indirect risks to life or property?

X [ X[ X |X
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e) Have soils incapable of adequately supporting the
use of septic tanks or alternative waste water disposal

systems where sewers are not available for the X
disposal of waste water?

f) Directly or indirectly destroy a unique

paleontological resource or site or unique geologic X
feature?

Discussion: The GPU EIR determined that impacts to Geology and Soils resulting from implementation of the General

Plan are less than significant. Existing Goal One, Policy Three, Implementation Measure 1 of the General Plan Safety
Element requires enforcement of the Alquist-Priolo Earthquake Fault Zoning Act, which prohibits most construction intended
for human occupancy across an active fault trace and strictly regulates construction near an active fault. As contained in
Chapter 5 of the General Plan Support Documentation, the areas of the County subject to significant geologic hazard are
located in the Diablo Range, west of Interstate 5; however, as per the California Building Code, all of Stanislaus County is
located within a geologic hazard zone (Seismic Design Category D, E, or F) and a soils test may be required at building
permit application. Results from the soils test will determine if unstable or expansive soils or soils susceptible to liquefaction
are present. If such soils are present, special engineering of the structure will be required to compensate for the soil
deficiency. The County has updated its General Plan to require that all construction in the County comply with the California
Building Code. In addition, the General Plan has added private roads to the types of roads that should be designed to
minimize landslide risks. If structures were built in areas susceptible to liquefaction, the foundations could fail and cause
damage or collapse of the structure. Compliance with the federal and local erosion-related regulations applicable to the
General Plan buildout, i.e., the Storm Water Pollution Prevention Program (SWPPP) that is developed for the site and the
requirements of the County’s municipal code, would ensure that the construction activities do not result in significant erosion.
Grading permits which require SWPP compliance are required through the Department of Public Works for any earth
moving. Compliance with the Alquist-Priolo Earthquake Fault Zoning Act, the California Building Code, and SWPP would
reduce the risk of loss, injury, or death due to earthquake or soil erosion. Accordingly, the GPU EIR considers this impact
to be less than significant, with no mitigation required.

The BCC'’s initial study ruled out impacts to the Geological or Soil resources from commercial cannabis retail activities
because construction and development of land are not included in the scope of the BCC cannabis program and relied on
local authority for further review of these activities.

Tenant improvements will be required to be made but no new square footage is being is proposed to be added to the
building as part of this request; however, if any future construction were to take place it will be designed and built according
to building standards appropriate to withstand shaking for the area in which they are constructed, including grading permits
for any earthmoving. The project site is served by the City of Modesto for sewer services and no septic facilities are in place
for the facility.

It does not appear that this project will result in significant impacts to Geology and Soils. Accordingly, the potential impacts
to Geology and Soils are considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Title 16 of County Code; Public Works Standards

and Specifications; Application Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General
Plan EIR; Stanislaus County General Plan and Support Documentation1

VII. GREENHOUSE GAS EMISSIONS -- Would the | Significant | Impact Not | Substantial | Consistent
project: Project Identified New with GPU
Impact by GPU Information EIR
EIR
a) Generate greenhouse gas emissions, either directly
or indirectly, that may have a significant impact on the X
environment?
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adopted for the purpose of reducing the emissions of X

b) Conflict with an applicable plan, policy or regulation
reenhouse gases?

Discussion: The GPU EIR determined that impacts to Greenhouse Gas (GHG) Emissions resulting from implementation
of the General Plan are less than significant.

The principal Greenhouse Gasses (GHGs) are carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), sulfur
hexafluoride (SF6), perfluorocarbons (PFCs), hydrofluorocarbons (HFCs), and water vapor (H20). CO2 is the reference
gas for climate change because it is the predominant greenhouse gas emitted. To account for the varying warming potential
of different GHGs, GHG emissions are often quantified and reported as CO2 equivalents (CO2e). In 2006, California passed
the California Global Warming Solutions Act of 2006 (Assembly Bill [AB] No. 32), which requires the California Air Resources
Board (ARB) design and implement emission limits, regulations, and other measures, such that feasible and cost-effective
statewide GHG emissions are reduced to 1990 levels by 2020. Additionally, SB 375 mandated a reduction target of 5% by
2020 and 10% by 2035 for emissions from land use, automobiles, and light trucks.

The GPU EIR evaluates long-term GHG emissions under full build-out (2035) conditions. Although no operational emissions
associated with implementation of the GPU would occur, StanCOG’s 2014 Regional Transportation Plan (RTP)/Sustainable
Communities Strategy (SCS) (“SB 375” condition) would result in less Vehicle Miles Traveled (VMT) and GHG emissions
than without the implementation of 2014 RTP/SCS (“conformity” condition). The RTP/SCS incorporated the land uses
reflected in the Stanislaus County General Plan into its projections and the Circulation Element in the GPU were designed
to be consistent with the RTP/SCS. Accordingly, a net reduction in mobile source GHG emissions within the unincorporated
County is anticipated upon full build out of the GPU. This is consistent with adopted goals to reduce GHG emissions
identified in AB 32, as well as the trajectory of statewide GHG legislation. Consequently, the GPU EIR determined that GHG
impacts were less than significant.

Tenant improvements that are required as part of this project, or any future construction would be subject to the mandatory
planning and design, energy efficiency, water efficiency and conservation, material conservation and resources efficiency,
and environmental quality measures of the California Green Building Standards (CalGreen) Code (California Code of
Regulations, Title 24, Part 11). Minimal greenhouse gas emissions that occur during construction are considered to be less
than significant as they are temporary in nature and are subject to meeting SJVAPCD standards for air quality control.
Additionally, the San Joaquin Valley Air Pollution Control District's Small Project Analysis Level (SPAL) analyses indicates
that the minimum threshold of significance for criteria pollutant emissions for commercial projects is 1,673 trips/day and
1,506 trips/day for industrial projects. The applicant anticipates three shifts of six to eight employees per shift and a total of
350-375 customers per day. Additionally, there will be approximately one vehicle trip per day associated with the delivery
of supplies for the entire operation, and approximately 13-15 customer deliveries per day. The applicant also anticipates
the use of a hybrid vehicle for all customer deliveries. These anticipated vehicle trips would be below the District’s threshold
for significance.

The BCC'’s initial study stated that commercial cannabis retail activities under their licensing program are not anticipated to
create significant increases to Greenhouse Gases and are anticipated to continue under baseline conditions similar to
similar non-cannabis businesses. Those utility providers that serve the cannabis businesses fall under statewide regulatory
orders to curb GHG emissions and require utility users to require or incentivize inefficient equipment replacement to meet
that reduction targets.

No significant impacts from greenhouse gas emissions occurring as a result of this project are anticipated. Accordingly, the
potential impacts to Greenhouse Gas Emissions are considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; California Building Code; San Joaquin Valley Air
Pollution Control District - Regulation VIII Fugitive Dust/PM-10 Synopsis, Small Project Level Analysis Level; 2014 Regional
Transportation Plan/Sustainable Communities Strategy; SB 375; AB 32; SUIVAPCD Project Referral Response, dated May
11, 2020; Application Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan EIR;
Stanislaus County General Plan and Support Documentation’
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IX. HAZARDS AND HAZARDOUS MATERIALS -- Would | Significant | Impact Not | Substantial | Consistent
the project: Project Identified New with GPU

Impact by GPU Information EIR
EIR

a) Create a significant hazard to the public or the
environment through the routine transport, use, or X
disposal of hazardous materials?

b) Create a significant hazard to the public or the
environment through reasonably foreseeable upset
and accident conditions involving the release of
hazardous materials into the environment?

c) Emit hazardous emissions or handle hazardous or
acutely hazardous materials, substances, or waste X
within one-quarter mile of an existing or proposed
school?

d) Be located on a site which is included on a list of
hazardous materials sites compiled pursuant to
Government Code Section 65962.5 and, as a result, X
would it create a significant hazard to the public or the
environment?

e) For a project located within an airport land use plan
or, where such a plan has not been adopted, within two
miles of a public airport or public use airport, would the X
project result in a safety hazard or excessive noise for
people residing or working in the project area?

f) Impair implementation of or physically interfere with
an adopted emergency response plan or emergency X
evacuation plan?

g) Expose people or structures, either directly or
indirectly, to a significant risk of loss, injury or death X
involving wildland fires?

Discussion: The GPU EIR determined that the potential for Hazards and Hazardous Materials impacts resulting from
implementation of the General Plan are less than significant. Existing Goal Two, Policy Thirteen of the General Plan Safety
Element prescribes the preparation of a Hazardous Waste Management Plan. Stanislaus County has prepared this plan,
which serves as the guideline for managing hazardous wastes in the County. This plan governs the maintenance of a
hazardous materials response team to assist law enforcement and fire agencies during transportation and industrial
accidents involving chemical spills. State laws were passed in 1985 that require users of hazardous materials to disclose
the type and location of such materials so that emergency response teams can be prepared for potential disasters. Existing
Policy One of Goal One of the General Plan Safety Element prescribes that the County follow the policies included in the
adopted County of Stanislaus Multi-Jurisdictional Hazard Mitigation Plan. The County routinely consults with the affected
school district prior to discretionary approval of new businesses and industry that use hazardous materials near existing
school sites as part of the project review process. Additionally, school siting regulations implemented by the Department of
Education prohibit locating proposed schools near existing contamination. There are a number of sites in Stanislaus County
identified as hazardous materials or contaminated sites pursuant to Government Code Section 65962.5. Many of these
sites are undergoing assessment or remediation overseen by the Stanislaus County Division of Environmental Health,
CalRecycle (formerly the Integrated Waste Management Board), or the Regional Water Quality Control Board. Pesticide
exposure is a risk in agricultural areas. Sources of exposure include contaminated groundwater, which is consumed, and
drift from spray applications. Application of sprays is strictly controlled by the Agricultural Commissioner and can only be
accomplished after first obtaining the applicable permits. The County Department of Environmental Resources is
responsible for overseeing hazardous materials and has not indicated any particular concerns in this area. The GPU EIR
considered hazards and hazardous materials impacts to be a less-than-significant impact due to General Plan policies, and
existing State and County regulatory programs which reduce potential hazards.

As required under Goal Two, Policy 12, of the Safety Element, development within areas protected by the Airport Land Use
Commission Plan (ALUCP) shall only be approved if the adopted plan requirements are met. The project was referred to
the Airport Land Use Commission (ALUC), which stated that the project site is within the Modesto City-County Airport (MOD)
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ALUCP Referral Area 2, which includes locations where airspace protection and overflight are compatibility concerns may
be present but not noise or safety. The ALUC stated further that the project site is not located within any MOD zones for
safety or noise but is located within the Recorded Deed Notice area. This area requires deed disclosure of the potential
low flying aircraft for proposed residential development of ten acres or greater. Being the proposed project is located within
an M zoning district and does not include any residential aspect, therefore, the proposed project is consistent with the
County’s ALUCP.

Retail activities would not create nor store any considerable amount of hazardous materials, if any at all. Storage of
inventory would include packaged raw cannabis as well as any type of manufactured cannabis products that would be
created to State of California standards. Any damaged or opened products are required to stored and disposed in
accordance with State of California requirements, which include secure storage and licensed disposal companies. No
storage of chemicals or other hazardous materials are anticipated.

The Bureau of Cannabis Control stated that retailers by the nature of their business would not create, emit or expose people
to hazardous material. Additionally, stating the program as a whole would be considered a less than significant impact to
the environment.

Any sitting standards, i.e. located in proximity to sensitive receptors or near an airport facility would fall under the purview
of the local jurisdictions. The proposed project is over a mile from the nearest school and not in the vicinity of any public
use airport.

No significant impacts associated with hazards or hazardous materials are anticipated to occur as a result of the proposed
project. Tenant improvements as a result of this project would be reviewed and required to meet any applicable building or
fire code for safety measures related to the particular use. Accordingly, the potential Hazards and Hazardous Materials
impacts are considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business

Licensing Program Regulations Initial Study dated September 6, 2017; Stanislaus County Zoning Ordinance (Title 21);
Stanislaus County 2016 General Plan EIR; Stanislaus County General Plan and Support Documentation’

X. HYDROLOGY AND WATER QUALITY -- Would the | Significant | Impact Not | Substantial | Consistent

project: Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Violate any water quality standards or waste

discharge requirements or otherwise substantially X

degrade surface or ground water quality?

b) Substantially decrease groundwater supplies or

interfere substantially with groundwater recharge such

that the project may impede sustainable groundwater X

management of the basin?

c) Substantially alter the existing drainage pattern of

the site or area, including through the alteration of the

course of a stream or river or through the addition of X

impervious surfaces, in a manner which would:

(i) result in substantial erosion or siltation on — or off- X

site;

(ii) substantially increase the rate of amount of surface

runoff in a manner which would result in flooding on- X

or off-site;

(ili) create or contribute runoff water which would

exceed the capacity of existing or planned stormwater X

drainage systems or provide substantial additional

sources of polluted runoff; or
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(iv) impede or redirect flood flows? X
d) In flood hazard, tsunami, or seiche zones, risk
release of pollutants due to project inundation?

e) Conflict with or obstruct implementation of a water
quality control plan or sustainable groundwater X
management plan?

Discussion: GPU EIR determined that most potential impacts to Hydrology and Water Quality resulting from
implementation of the General Plan are less than significant. The General Plan Update integrated multiple goals, policies,
and implementation measures into the General Plan which address management efforts that aim to protect natural
vegetation, riparian habitat, and water quantity and quality; minimizing the potential for the release of pollutants and violation
of water quality standards, or the altering of drainage patterns or the course of a stream or river. Furthermore, additional
regional, state, and federal regulations would also reduce the potential for violation of water quality standards. Water quality
protection measures are enforced by the Central Valley Regional Water Quality Control Board (RWQCB) under various
National Pollutant Discharge Elimination System (NPDES) programs for municipal separate storm sewer systems,
construction sites greater than one acre, and industrial operations. Stanislaus County has implemented their Storm Water
Management Program under the NPDES Phase Il MS4 General Permit that includes programs to eliminate illicit discharges,
control construction site stormwater runoff, and meet postconstruction stormwater runoff goals to improve water quality
protection. Adherence with the stormwater management plan and the various municipal, industrial, and construction
NPDES program requirements would ensure that pollutants are not released to nearby surface water bodies or groundwater
during short-term construction efforts, or long-term operation of industrial or agricultural facilities.

Areas subject to flooding have been identified in accordance with the Federal Emergency Management Act (FEMA). Under
the Goal One, Policy Two of the Safety Element of the General Plan, development is not allowed in areas that are within
the designated floodway. For projects located within a flood zone, requirements are addressed by the Building Permits
Division during the building permit process. No construction is permitted within the floodway. The project site is located in
FEMA Flood Zone X, which includes areas determined to be outside the 0.2% annual chance floodplains, and is not located
within a floodway.

The GPU EIR determined that future development under the General Plan Update could result in an increase in the number
of persons and property potentially at risk from flooding due to a catastrophic levee or dam failure. However, compliance
with the requirements of existing emergency management plans and the Central Valley Flood Protection Board, coupled
with implementation of the General Plan Update Safety Element policies associated with Goal One (“Prevent loss of life and
reduce property damage as a result of natural disasters”), would reduce this potential effect to less than significant. The
GPU EIR stated that the County is not at risk due to inundation from a tsunami because of its distance from the ocean.
However, there is a risk of seiche from major bodies of water such as the Woodward, Turlock, and Modesto reservoirs.
However, given the relatively small size of these reservoirs, potential impacts would remain localized to recreational users
on these reservoirs. The County also possesses a geologic and climate setting not particularly prone to mud flows.

The Bureau of Cannabis Control’s initial study stated that they anticipate less than significant impacts to Hydrology and
Water Quality from commercial cannabis retail activities because construction and site development of land are not included
in the scope of the BCC cannabis program. The Bureau relies on local authority for further review of these activities. By
the nature of their activities it is anticipated that consumption and creation of water, wastewater and stormwater would be
minimal.

No increase in the existing buildings square footage is proposed as part of this request; however, delivery services will
consist of one hybrid vehicle, which will be secured within the warehouse portion of the building during off hours.
Additionally, the applicant proposes to add eleven parking spaces along the northern portion of the building. The new
spaces will be created, by grading and raising four existing truck bay areas. The bays will be brought to the same grade as
the street. If applicable the applicant will be required to meet all stormwater standards as applied by the Department of
Public Works. It is not anticipated that the work will alter the current storm drainage of water upon this property will not be
altered as it is maintained through on-site French drains and dry wells. The County’s Public Works Department enforces
all stormwater runoff locally and has not raised any concerns related to the sites current stormwater practices and has
placed a condition on the project requiring a grading permit for all site work. The site is served by the City of Modesto for
water and sewer services. The City reviewed the project and did not raise any concerns for these services. No septic
systems or additional wells are being proposed as a part of this project.
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No significant impacts associated with hydrology and water quality are anticipated to occur as a result of the proposed
project. Accordingly, the potential Hydrology and Water Quality impacts are considered to be less than significant than
those evaluated in the GPU EIR. Less than significant impacts are considered to be consistent with the GPU EIR.
Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Public Works Standards and Specification;
Application Materials; Stanislaus County Department of Public Works Revised Referral, dated July 7, 2020; City of Modesto
Referral Response, dated May 8, 2020; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General
Plan EIR; Stanislaus County General Plan and Support Documentation’

XI. LAND USE AND PLANNING -- Would the project: Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Physically divide an established community? X

b) Cause a significant environmental impact due to a

conflict with any land use plan, policy, or regulation

adopted for the purpose of avoiding or mitigating an X

environmental effect?

Discussion: The GPU EIR determined that the potential for Land Use and Planning impacts resulting from
implementation of the General Plan were less than significant. The GPU did not propose any changes to the County’s land
use map or the existing boundaries of the land use designations but did incorporate changes to legislation, regulatory codes,
and local standards as well as some minor revisions to General Plan language and some policy improvements. This project
is being processed under the same land use regulations and designations that were in place at the time of adoption of the
GPU EIR.

All commercial cannabis activities within the State of California are subject to Section 26000-26250 of California Business
and Professions Code, as well as California Code of Regulations, Title's 3, 16, and 17. Specifically, testing laboratories
licensing, which are administered by the Bureau of Cannabis Control (BCC) are subject to Chapter 6 of Title 16 of the
California Code of Regulations. The BCC'’s initial study ruled out impacts to Land Use and Planning from commercial
cannabis testing activities because land use authority is not included in the scope of the BCC cannabis program and would
be relied on local authority for further review of these activities.

The project proposes to relocate an existing commercial cannabis store front retail business (1350 Lone Palm Avenue), to
operate within a portion of an existing 12,000 square-foot warehouse on a 0.68-acre parcel in the M (Industrial) zoning
district. The retail operation will also include delivery services. The store front retail business will occupy 2,400 square feet,
which will include a reception room, a sales room, office, employee breakroom, and bathroom. The balance of the
warehouse will be utilized for storage of non-cannabis supplies. The site is served by the City of Modesto for public water
and sewer services and has access to Lone Palm Avenue via a recorded ingress/egress easement. The applicant
anticipates a total of three shifts, averaging six to eight employees per shift. The applicant estimates a total of one vehicle
trip a day for delivery of supplies. The business will operate seven days a week from 10:00 a.m. to 10:00 p.m. The site is
located within the LAFCO adopted Sphere of Influence of the City of Modesto.

The project has a General Plan designation of Industrial and is zoned M (Industrial), which was approved for uses such as
manufacturing, warehousing, machine and welding shops, laboratories, and other uses that would be considered heavy
industrial in nature. Pursuant to Section 21.60.030 of the Stanislaus County Zoning Ordinance, commercial cannabis retail,
manufacturing, testing, distribution, and cultivation or nursery activities are permitted in the M zoning district subject to the
approval of a use permit. Section 6.78.060 requires that all commercial cannabis applicants be subject to a Commercial
Cannabis Activity Permit, Development Agreement, Land Use Permit, and State Licensure for Commercial Cannabis
Activities. This application was heard by both the Planning Commission and Board of Supervisors in 2019. The Planning
Commission recommended denial of the project due to existence of a private school located within 600 feet of the project
site. The Board of Supervisors allowed the applicant to find a new location through a temporary land use and transition
agreement, allowing the continued operation at 1350 Lone Palm, while the applicant found a new location. The agreement
is set to expire on July 31, 2020 but can be extended at the discretion of the County’s CEO.

44



Stanislaus County Initial Study Checklist Page 18

Furthermore, per Section 6.78, each commercial cannabis activity must meet and maintain operating standards for odor
control, security, minimum building standards, track and trace, as well as meeting specialized setbacks. To reduce land
use conflicts, Section 6.78.120 requires that all commercial cannabis activities are setback a minimum of 200 feet from
adjacent residents and libraries. Additionally, commercial cannabis activities must be setback a minimum of 600 feet from
day cares, schools, and youth centers, in existence at the initial time of permitting. The closest dwelling to the project site
is to the east and is approximately 500 feet from the building to the adjacent dwelling. There are no known libraries, youth
centers, or day cares in the restricted distances of the project site. The closest school to the site is the Modesto City Schools
child development center, that is located approximately 1,100 feet to the west from the proposed building to be utilized. The
application meets all cannabis setbacks requirements. Additionally, all activities would take place indoors and will employ
required safety measures to ensure no unauthorized access takes place with armed security onsite during business hours.

As required by the County’s General Plan Policy and the County’s Commercial Cannabis Activities Ordinance, discretionary
projects located within a City’s LAFCO adopted Sphere of Influence, the project shall be referred to that City. The proposed
project is located within the City of Modesto’s Sphere of Influence and accordingly the proposed project was referred to the
City, which responded that they have no comments or concerns on the project.

The County’s off-street parking ordinance requires one space for every 300 square feet of floor space for retail uses and
one space for each employee on a maximum shift and an additional three spaces for the storage of non-cannabis supplies.
The retail activities will take place in a 2,400 square-foot space and no additional employees will be dedicated to the storage
of non-cannabis supplies. Based on this standard, the proposed project is required to provide eleven spaces. The applicant
has proposed adding eleven spaces along the northern portion of the building. A conditional of approval has been added
that requires the lease be amended to include eleven exclusive parking spaces. This would meet the County’s off-street
parking requirement. Additionally, the common areas directly around the building will provide 20 parking spaces in excess
of the required parking that could be utilized.

The proposed use will not physically divide an established community and/or conflict with any habitat conservation plan or
natural community conservation plan. This project is not known to conflict with any adopted land use plan, policy, or
regulation of any agency with jurisdiction over the project. No significant impacts associated with land use and planning are
anticipated to occur as a result of the proposed project. Accordingly, the potential land use and planning impacts are
considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; City of Modesto, referral response, dated May 8,
2020; State of California Government Code; Application Materials; Stanislaus County Zoning Ordinance (Title 21);
Stanislaus County 2016 General Plan EIR; Stanislaus County General Plan and Support Documentation’

XIl. MINERAL RESOURCES -- Would the project: Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR
EIR

a) Result in the loss of availability of a known mineral

resource that would be of value to the region and the X

residents of the state?

b) Result in the loss of availability of a locally-important

mineral resource recovery site delineated on a local X
|_general plan, specific plan or other land use plan?

Discussion: The GPU EIR determined that the potential impacts to Mineral Resources resulting from implementation of
the General Plan were beneficial, and accordingly considered to be less than significant. The GPU incorporated an
amendment to the Conservation and Open Space Element’'s Goal Nine, Policy 26, Implementation measures 2 and 3 which
address the management of mineral resources. Additionally, the location of all commercially viable mineral resources in
Stanislaus County has been mapped by the State Division of Mines and Geology in Special Report 173 and is incorporated
into the General Plan’s Conservation and Open Space Element.
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The BCC'’s initial study stated that they anticipate less than significant impacts to Mineral Resources from commercial
cannabis testing activities because protection or loss of them are not included in the scope of the BCC cannabis program
and would be relied on local authority for further review of these activities.

There are no known significant resources on the site, nor is the project site located in a geological area known to produce
resources. Accordingly, the potential impacts to mineral resources are considered to be consistent with those evaluated in
the GPU EIR.
Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Materials; Stanislaus County Zoning

Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus County General Plan and Support
Documentation’

XIll. NOISE -- Would the project result in: Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR
EIR

a) Generation of a substantial temporary or permanent
increase in ambient noise levels in the vicinity of the
project in excess of standards established in the local X
general plan or noise ordinance, or applicable
standards of other agencies?

b) Generation of excessive groundborne vibration or
| groundborne noise levels?

c) For a project located within the vicinity of a private
airstrip or an airport land use plan or, where such a
plan has not been adopted, within two miles of a public
airport or public use airport, would the project expose
people residing or working in the project area to
excessive noise levels?

Discussion: The GPU EIR determined that most potential noise impacts resulting from implementation of the General
Plan are less than significant. However, the GPU EIR did identify potential temporary or permanent ambient noise levels
which exceed existing standards as significant and unavoidable due projected traffic noise levels in year 2035 which would
result in noise levels of 60 Ldn or greater on several roadway segments within the County.

The BCC'’s initial study listed potential equipment that could generate noise for commercial cannabis retail activities such
as: HVAC system, loaded trucks, and backup generators. The equipment listed by the BCC that would reasonably apply
to a retail business would be the HVAC system and a noise from delivery of supplies, both of which the BCC stated would
be subject to local standards for noise limitations. The BCC believed that noise generation and impacts upon sensitive
receptors would be less than significant.

Section 6.78.120(8)(N) requires that any commercial cannabis activities comply with County’s previously adopted Noise
Control Ordinance. According to the County’s Noise Element of the General Plan, acceptable noise levels in industrial land
use categories is 75 decibels, which the proposed project is not anticipated to exceed. A temporary increase in noise and
vibration, associated with tenant improvements to the existing building is anticipated. However, there are no sensitive
receptors in the vicinity of the project site. Retail activities would not generate substantial noise. Project activities during
operation would occur indoors, exhibiting less noise than the surrounding industrial uses. The applicant anticipates a total
of three shifts, averaging six to eight employees per shift. The applicant estimates a total of one vehicle trip a day for
delivery of supplies and approximately 13-15 delivery trips for customers. The business will operate seven days a week
from 10:00 a.m. to 10:00 p.m. The proposed use is not anticipated to exceed ambient noise levels in the vicinity as the
surrounding area has existing industrial and commercial development.

As required under Goal Two, Policy 12, of the Safety Element, development within areas protected by the Airport Land Use
Commission Plan (ALUCP) shall only be approved if the adopted plan requirements are met. The project was referred to
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the Airport Land Use Commission (ALUC), which stated that the project site is within the Modesto City-County Airport (MOD)
ALUCP Referral Area 2, which includes locations where airspace protection and overflight are compatibility concerns may
be present but not noise or safety. The ALUC stated further that the project site is not located within any MOD zones for
safety or noise but is located within the Recorded Deed Notice area. This area requires deed disclosure of the potential
low flying aircraft for proposed residential development of ten acres or greater. Being the proposed project is located within
an M zoning district and does not include any residential aspect, therefore, the proposed project is consistent with the
County’s ALUCP.

The proposed project is not within two miles of a public airstrip. Accordingly, the potential noise impacts are considered to
be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Title 10.46 — Noise Control Ordinance; Application

Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan EIR; Stanislaus County
General Plan, Airport Land Use Compatibility Plan and Support Documentation1

XIV. POPULATION AND HOUSING -- Would the project: | Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Induce substantial unplanned population growth in

an area, either directly (for example, by proposing new

homes and businesses) or indirectly (for example, X

through extension of roads or other infrastructure)?

b) Displace substantial numbers of existing people or

housing, necessitating the construction of X

replacement housing elsewhere?

Discussion: The GPU EIR determined that the potential for Population and Housing impacts resulting from
implementation of the General Plan were less than significant. Although the Housing Element was updated through a
separate process, the GPU EIR integrated population projections adopted by StanCOG that extend the planning horizon to
2035 to ensure consistency between the GPU and the RTP/SCS. StanCOG’s regional growth forecast predicts a population
for the unincorporated County jurisdiction of 133,753 in 2035, which represents an increase of approximately 23,517 people,
or approximately 21%, from its 2010 population (Stanislaus Council of Governments 2013). This is a yearly increase of
approximately 0.8%. The majority of this growth is anticipated to occur within existing community plan areas and in
unincorporated pockets of existing cities which are designated in the Land Use Element as Residential. Agricultural areas,
not designated as Residential in the Land Use Element of the General Plan, would be required to be rezoned and approved
by a majority vote of the County through the Measure E process in order to be residentially developed. Unincorporated
Disadvantaged Communities were inventoried and needed upgrades to public services were also identified with the GPU.
The ALUCP update was identified in the GPU EIR as less than significant because it does not displace any existing housing.
However, it does affect the potential for future development. Although no direct impacts occurring as a result of
implementation of the General Plan were identified in the GPU EIR, the EIR did identify indirect impacts that could occur
through individual developments that are consistent with the General Plan and the extension of roads and other
infrastructure as the County becomes more built out as 2035 approaches. The Stanislaus County General Plan Update
revised certain General Plan policies but did not substantially change where future development would occur.

The Housing Element was updated after adoption of the GPU EIR, in 2016, to address the 5™ cycle Regional Housing
Needs Allocation (RHNA) for the County. The project site is not included in the vacant sites inventory for the 2016 Stanislaus
County Housing Element and will therefore not impact the County’s ability to meet their RHNA. No population growth will
be induced nor will any existing housing be displaced as a result of this project. The potential population and housing
impacts are considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: Application Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan
EIR; Stanislaus County General Plan and Support Documentation’
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XV. PUBLIC SERVICES -- Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Would the project result in the substantial adverse

physical impacts associated with the provision of new

or physically altered governmental facilities, need for

new or physically altered governmental facilities, the

construction of which could cause significant

environmental impacts, in order to maintain acceptable

service ratios, response times or other performance

objectives for any of the public services:

Fire protection? X

Police protection? X

Schools? X

Parks? X

Other public facilities? X

Discussion: The GPU EIR determined that the potential for impacts to public services resulting from implementation of
the General Plan were less than significant. The County has adopted Public Facilities Fees (Title 23 of the County Code),
as well as Fire Facility Fees on behalf of the appropriate fire district, to address impacts to public services. School Districts
also have their own adopted fees, which are required to be paid at the time of Building Permit issuance.

No new buildings are proposed as part of this project. Upon project approval, the applicant may be required to obtain
building permits for tenant improvements in accordance with the adopted building and fire codes. The project site is located
within the Woodland Fire Protection District and would be subject to the District’s fire fees for any building permits for the
proposed project.

This project was circulated to all applicable school, fire, police, irrigation, and public works departments and districts during
the early consultation referral period and no concerns were identified with regard to public services.

Section 6.78.060 requires that all commercial cannabis applicants be subject to a Commercial Cannabis Activity Permit,
Development Agreement, Land Use Permit, and a State Licensure for Commercial Cannabis Activities. Per Section 6.78,
each commercial cannabis activity must meet and maintain operating standards for odor control, security control, minimum
building standards, and track and trace. State and local regulations must also be met in order to maintain an active
commercial cannabis permit. The Development Agreement establishes two fees to be collected from each project applicant;
the Community Benefit Contribution and the Community Benefit Rate. The Contribution fee will be paid quarterly and utilized
for local community charities or public improvement projects. The Rate fee will also be paid quarterly but will be utilized for
County enforcement activities of illegal cannabis. The funds received from the Community Benefit fees are anticipated to
address any increase in service impacts induced by commercial cannabis activities.

The project has submitted a safety and security plan with fire evacuation plans, fire suppression, employee training, 24-
hour video surveillance, and on-site security measures. The safety and security plan are required to be reviewed and
approved by the County Sheriff's Department, as well as the appropriate fire district for each project.

In their initial study the BCC stated that cannabis businesses under their preview could utilize public service resources from
police, fire and school districts, however, that it is more likely that unpermitted cannabis activities caused more impacts than
those being permitted through the BCC program. Additionally, that adherence to fire code during any construction activity
or operation of the business would limit the impacts to local fire services. Lastly, the BCC does not anticipate the operation
of the commercial cannabis program to increase population or housing in any participating region of California and therefore
any impacts to school facilities would be solely in relation to siting standards of cannabis businesses from schools. Meeting
sitting standards that have been included in state law as well as the local jurisdiction would limit any impacts to school
facilities and resources. The proposed retail business is over approximately 1,100 feet away from the closest school, The
Modesto City Schools child development center, which is located to the west of the site.

The potential impacts to public services are considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None. 48
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References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Material; Stanislaus County Code;
Stanislaus County General Plan and Support Documentation’

XVI. RECREATION -- Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR
EIR

a) Would the project increase the use of existing
neighborhood and regional parks or other recreational X
facilities such that substantial physical deterioration of
the facility would occur or be accelerated?

b) Does the project include recreational facilities or
require the construction or expansion of recreational
facilities which might have an adverse physical effect
on the environment?

Discussion: The GPU EIR determined that the potential for impacts to recreational facilities or development which would
require the construction or expansion of recreational facilities which might have an adverse physical effect on the
environment resulting from implementation of the General Plan to be less than significant. However, impacts to
neighborhood and regional parks or other recreational facilities were considered to be significant and unavoidable due to
the population and housing increase projected under the GPU which would increase the demands on Stanislaus County
parks and recreational facilities. However, this project is not anticipated to increase demands for recreational facilities, as
there are no increases to population as result of it. Accordingly, the potential impacts to recreation are considered to be
consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: Application Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan
EIR; Stanislaus County General Plan and Support Documentation1

XVII. TRANSPORTATION-- Would the project: Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR

EIR

a) Conflict with a program plan, ordinance or policy

addressing the circulation system, including transit, X

roadway, bicycle and pedestrian facilities?

b) Would the project conflict or be inconsistent with X

CEQA Guidelines section 15064.3, subdivision (b)?

c) Substantially increase hazards due to a geometric

design feature (e.g., sharp curves or dangerous

intersections) or incompatible uses (e.g., farm X

equipment)?

d) Result in inadequate emergency access? X

Discussion:  As required by CEQA Guidelines section 15064.3, potential impacts to the transportation system should
evaluate Vehicle Miles Traveled (VMT). The GPU EIR identified that there were no significant impacts to existing program
plans, ordinances, or policies addressing circulation to Vehicle Miles Traveled (VMT) or to increased hazards of the
transportation system, or to emergency access. Although the calculation of VMT is simply the number of cars multiplied by
the distance traveled by each car, VMT performance measures can be reported differently. For this project, VMT was
reported based on the sum of all vehicle trips originating and terminating within unincorporated Stanislaus County
boundaries and half of the VMT associated with trips with an origin or destination outside of unincorporated Stanislaus
County. Trips that have neither an origin nor destination within the County are not included in the VMT total, as County
General Plan policies cannot appreciably affect the amount of through traffic in the area within its jurisdiction. The total
VMT is then divided by the unincorporated County’s total service population, defined as the residential population plus the
4
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number of jobs. The General Plan Update includes new population and employment growth that would generate additional
VMT, which would result in increased air pollutant and GHG emissions as well as additional energy consumption from
vehicle travel. However, the expected location of the employment and household growth results in a slight decline in VMT
generated per household and service population. Additionally, policies were incorporated into the General Plan to mitigate
potential hazards due to transportation design features and increase safety, and to ensure adequate emergency access.

The GPU EIR did find that due to the population projections and the planned road infrastructure incorporated into the
General Plan, implementation of the GPU would have a significant and unavoidable impact resulting in traffic operations
below the minimum acceptable thresholds on roadways outside Stanislaus County’s jurisdiction, in transportation network
changes that would prevent the efficient movement of goods within the County (cumulative impact only identified), and
additional vehicle, bicycle, or pedestrian travel on roadways or other facilities that do not meet current County design
standards.

Request to relocate an existing commercial cannabis store front retail business, to operate within a portion of an existing
12,000 square-foot warehouse on a 0.68-acre parcel in the M (Industrial) zoning district. The retail operation will also
include delivery services. The store front retail business will occupy 2,400 square feet, which will include a reception room,
a sales room, office, employee breakroom, and bathroom. The applicant anticipates a total of three shifts, averaging six to
eight employees per shift. The applicant estimates a total of one vehicle trip a day for delivery of supplies and approximately
13-15 customer deliveries. The business will operate seven days a week from 10:00 a.m. to 10:00 p.m. Additionally, the
applicant believes there will be total of 350-375 customers per day to the site, which based on the hours of operation average
to about 27 customers per hour, not including deliveries made to customers. The proposed business is relocating from a
site to the north of the proposed project site and would generally carry over traffic demand from the previous site.

As stated previously, the site was subdivided in 2014, creating six parcels each developed with a single industrial building.
Each parcel receives access from privately developed paved road that includes an ingress/egress access easement for
parcel’s use, which intersects with Lone Palm Avenue. Non-cannabis retail activities are a permitted use in the M zoning
district, provided the gross building or sales floor area are less than 65,000 square feet in size. A retail use of similar
intensity could occupy the building with solely ministerial permits. The proposed projects 2,400 square feet of retail space,
which would limit the ability to serve large groups of customers at a time. Only a single passenger vehicle will be utilized
for delivery services, which would include multiple orders per trip made.

The project was referred to the State of California Department of Transportation (CalTrans), no response has been received
to date. No impacts to local or state transportation facilities are anticipated. However, if approved, the proposed project
could be required to obtain a building permit for any tenant improvements or change in occupancy of the building. Those
building permits for a change of occupancy to a more intensive use would require Public Facility Fees to be paid to the
County prior to issuance. Those fees would contribute to any improvements to the local road infrastructure impacted by the
proposed project.

The project was also referred to the County’s Public Works Department, Environmental Review Committee and the City of
Modest, all three reviewed the project and did not provide any comments or concerns with traffic impacts that would be
generated as a result of this project.

The project is proposed to occur on a parcel that was previously developed to accommodate industrial uses. The project
will not alter any existing streets, pedestrian/bicycle paths, or create a substantial demand for transit. The project would not
affect air traffic patterns or create substantial hazards on any roadways. The potential impacts to transportation are
considered to be consistent with those evaluated in the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Material; CEQA Guidelines Section
15064.3, Public Works Referral Response, dated April 22, 2020; City of Modesto, referral response, dated May 8, 2020,
Environmental Review Committee, referral response, dated May 4, 2020; Stanislaus County General Plan and Support
Documentation’.
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XIX. UTILITIES AND SERVICE SYSTEMS -- Would the | Significant | Impact Not | Substantial | Consistent
project: Project Identified New with GPU
Impact by GPU Information EIR
EIR

a) Require or result in the relocation or construction of
new or expanded water, wastewater treatment or
stormwater drainage, electric power, natural gas, or X
telecommunications facilities, the construction or
relocation of which could cause significant
environmental effects?

b) Have sufficient water supplies available to serve the
project and reasonably  foreseeable  future X
development during normal, dry and multiple dry
years?

c) Result in a determination by the wastewater
treatment provider which serves or may serve the
project that it has adequate capacity to serve the X
project’s projected demand in addition to the
provider’s existing commitments?

d) Generate solid waste in excess of State or local
standards, or in excess of the capacity of local

infrastructure, or otherwise impair the attainment of X
solid waste reduction goals?
e) Comply with federal, state, and local management
and reduction statutes and regulations related to solid X
waste?
Discussion: The GPU EIR determined that most of the potential for impacts to utilities and service systems resulting

from implementation of the General Plan were less than significant. However, the GPU EIR analysis of the population
projections covering the 2035 planning horizon of the General Plan did identify significant and unavoidable impacts in terms
of wastewater and water treatment facility capacity to serve this projected future development. Further, some existing water
and wastewater systems, specifically those identified in the Disadvantaged Communities Report, were determined to be at
capacity or in need of improvements. The Central Valley Regional Water Quality Control Board (CVRWQCB) will set the
specific waste discharge requirements for any new or expanded wastewater treatment facility as part of its permit for that
facility. Future water and wastewater treatment facilities will be required by law to operate in compliance with any and all
requirements of the CVRWQCB permits. Additionally, any expansion of these facilities would require additional CEQA
review.

The initial study prepared by the BCC, stated that they anticipate less than significant impacts to Utilities and Service
systems from commercial cannabis testing activities because construction and site development of land are not included in
the scope of the BCC cannabis program and relied on local authority for further review of these activities. By the nature of
their activities it is anticipated that consumption and creation of water, solid waste and wastewater would be minimal.

The proposed project site is served by the City of Modesto for public water and sewer services, and the Modesto Irrigation
District for electricity. The project was referred to both utility providers. The City of Modesto responded that they have no
comments or concerns on the project.

Furthermore, all stormwater generated from the proposed project will utilize an existing French drain and dry well facilities
to handle runoff. Although there will be additional parking spaces to the front of the building, with no additional square
footage being added to the building it is not anticipated to diminish the existing facilities capacity. It is not anticipated that if
any future expansion were to occur, the stormwater generated by this project would create any significant impacts to existing
stormwater facilities. The County’s Public Works Department enforces all stormwater runoff locally and has not raised any
concerns related to the sites current stormwater practices and has placed a condition on the project requiring a grading
permit for all site work.

The project would be required to comply with all regulations related to solid waste. The solid waste generated by the project
would be shipping materials such as plastic or cardboard. Any cannabis waste that is generated is required to be securely
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stored and accounted for until removed by State licensed operators. This amount of waste is expected to be minimal. This
project will not increase demands for water and wastewater treatment facilities.

Accordingly, the potential impacts to utilities and service systems are considered to be consistent with those evaluated in
the GPU EIR.

Mitigation: None.

References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business
Licensing Program Regulations Initial Study dated September 6, 2017; Application Material; Stanislaus County Department
of Public Works Revised Referral dated July 7, 2020; City of Modesto Referral Response, dated May 8, 2020; Stanislaus
County General Plan and Support Documentation’

XX. WILDFIRE - If located in or near state | Significant | Impact Not | Substantial | Consistent

responsibility areas or lands classified as very high fire Project Identified New with GPU
hazard severity zones, would the project: Impact by GPU Information EIR
EIR

a) Substantially impair an adopted emergency

response plan or emergency evacuation plan? X
b) Due to slope, prevailing winds, and other factors,
exacerbate wildfire risks, and thereby expose project X

occupants to, pollutant concentrations from a wildfire
or the uncontrolled spread of a wildfire?

c) Require the installation of maintenance of
associated infrastructure (such as roads, fuel breaks,
emergency water sources, power lines or other X
utilities) that may exacerbate fire risk or that may result
in temporary or ongoing impacts to the environment?
d) Expose people or structures to significant risks,
including downslope or downstream flooding or
landslides, as a result of runoff, post-fire slope
instability, or drainage changes?

Discussion: The GPU EIR determined that the potential for exposing people to risk involving wildland fires, as discussed
in the Hazards and Hazardous Materials Section of GPU EIR, was less than significant. The Safety Element of the General
Plan includes maps which show the County’s Fire Hazard Severity Zones and State Responsibility Areas, and also includes
Goals, Policies, and Implementation Measures, including the incorporation of the County’s Local Hazard Mitigation Plan by
reference, which address reducing the risk of wildland fires.

The site is located in a Local Responsibility Area (LRA) and is served by the Woodland Fire Protection District. The site is
not located in a State Responsibility Area. The site has access to a County-maintained road. The terrain is relatively flat
and it is not located near any bodies of water. No significant impacts to the project site’s or surrounding environment’s
wildfire risk is anticipated as a result of this project. Accordingly, the potential impacts to wildfire are considered to be
consistent with those evaluated in the GPU EIR.

Mitigation: None.
References: California Department of Consumer Affairs, Bureau of Cannabis Control, Commercial Cannabis Business

Licensing Program Regulations Initial Study dated September 6, 2017; Stanislaus County General Plan and Support
Documentation’
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XXI. MANDATORY FINDINGS OF SIGNIFICANCE -- Significant | Impact Not | Substantial | Consistent
Project Identified New with GPU
Impact by GPU Information EIR
EIR

a) Does the project have the potential to substantially
degrade the quality of the environment, substantially
reduce the habitat of a fish or wildlife species, cause a
fish or wildlife population to drop below self-sustaining
levels, threaten to eliminate a plant or animal X
community, substantially reduce the number or restrict
the range of a rare or endangered plant or animal or
eliminate important examples of the major periods of
California history or prehistory?

b) Does the project have impacts that are individually
limited, but cumulatively considerable?
(“Cumulatively considerable” means that the
incremental effects of a project are considerable when X
viewed in connection with the effects of past projects,
the effects of other current projects, and the effects of
probable future projects.)

c) Does the project have environmental effects which
will cause substantial adverse effects on human X
beings, either directly or indirectly?

Discussion: = The GPU EIR identified the following impacts as cumulative significant and unavoidable impacts:

e Air Quality - Construction-related emissions in excess of the SJVAB’s thresholds of significance.

e Biological Resources - Movement of any native resident or migratory fish or wildlife species or established native
resident or migratory wildlife corridors, or the use of native wildlife nursery sites.

e Hydrology and Water Quality - Impacts to groundwater supplies and groundwater recharge.

¢ Noise - Potential temporary or permanent ambient noise levels which exceed existing standards.

e Transportation - Result in transportation network changes that would prevent the efficient movement of goods within
the county (less than significant individual; significant and unavoidable cumulative).

Review of this project has not indicated any features which might significantly impact the environmental quality of the site
and/or the surrounding area. The project site is located in an area already developed for industrial use, which permits non-
cannabis retail uses. Regulatory requirements and conditions of approval limit any impacts the project could have on the
environment. The County has limited the total number of permitted commercial cannabis activities to 61 permit types,
including cultivation, nursery, manufacturing volatile and non-volatile, distribution, laboratory testing, and retail. Additionally,
the County's Commercial Cannabis program limits retail activities to a total of seven permits, further limiting retail activities
to not exceed five locations within or within a half mile of the Sphere of Influence of the City of Modesto and no more than
three retail facilities within a mile of each. All five locations have been identified and currently no other retail location is
within the same region as the application. The proposed project, if approved, would be the seventh retail business in all of
Stanislaus County with no potential increase in the foreseeable future. The Bureau of Cannabis Control found that the
cumulative impacts for licensing retail, distribution, laboratory testing, and microbusinesses would less than significant for
aesthetics, air quality, biological resources, GHG, energy use, hazardous materials, and human health and no impact on
geology, soils, mineral resources, population and housing, recreation and cultural resources. Due to this analysis, the
Bureau stated that the proposed program would not result in adverse effects, direct or indirect on human beings and the
cumulative impacts of the program would be less than significant.

Mitigation: None.

References: Application Materials; Stanislaus County Zoning Ordinance (Title 21); Stanislaus County 2016 General Plan
EIR; Stanislaus County General Plan and Support Documentation’

Stanislaus County General Plan and Support Documentation adopted in August 23, 2016, as amended. Housing
Element adopted on April 5, 2016. 53
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STANDARD PLUMBING SUPPLY COMPANY, INC.
Corporate Offices
PO Box 708490
Sandy, UT 84070
Phone (801) 255 - 7145 Fax (801) 255 - 7100

Dear Commissioners,

As the owner of 1127 Lone Palm Avenue I must vehemently object to the proposed cannabis
dispensary. The current area, known as the Emerald Industrial Park, which consists of four other
buildings as well as my own. The industrial park has a history of light industrial and wholesale
use. These uses are in line with the underlying zoning and recorded CC&R’s tor the industrial
park.

Due to the nature of the businesses and the genceral layout of the industrial park the proposed use
will not only be detrimental to the proposed businesses but also to the existing businesses. There
are several concerns that have not been assuaged by the proposers. The first major concern is
parking.

The businesses that have historically and currently operate within the industrial park are light
industry with some wholesale. The lone exception is 1117 Lone Palm which has been used as an
office building. The industrial park was not intended to be used for retail business and was not
designed in a way to accommodate the high number or retail customers and their parking needs.

While those proposing the dispensary state that they will be able to self-regulate their customers
they have provided no proposal on how such self-regulation will be enforced. Tt is inevitable that
their customers will spill over in to neighbors parking. Where parking is already at a premium,
the potential for conflictis casily foreseeable.

The second major concern is that the butlding in question is located on a private road. The
butlding for the proposed dispensary is located on a private roadway owned by Emerald
Industrial Park. The increase in retail commerce will also cause an increase of traftic on a road
that the members of the park ave required to pay to repair. This reduces the time between
repairireplacement and further inereased costs to the businesses with in the park. The proposed
dispensary brings significant increases in expense, lability and logistical nightmares without
providing any benelit to the surrounding businesses or community. The dispensary should be
located on a public road with public aceess.

The third concern is the potential interference with commercial vehicles. As previously stated,
the majonty af the businesses located in the Emerald Industrial Park are light industry. Light
industry companies are maore frequently visited by commercial vehicles. These commercial
vehicles are cither delivering supplies or picking up product. The increase in retail waftic will
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AMERICAN Self

STORAGE Storage
Units

939 Lone Palm Ave., Modesto, CA 95351  Bus. (209) 491-3680 e Fax (209) 491-3634

Department of Planning and Community Development
1010 10* Street Suite 3400
Modesto, CA 95354

5/5/2020

Attention: Jeremy Ballard

Dear Planning Committee,

Ireceived a letter of Referral Early Consultation for USE PERMIT AND DEVELOMENT
AGREEMENT APPLICATION NO. PLN2020-0036-THE PEOPLE’S REMEDY

I am writing this letter of opposition in regard to this proposal for the following reasons.

Lone Palm Avenue between Emerald and Kansas Avenue is a small primarily industrial street.
There are several businesses on this street that have large semi-trucks driving down Lone Palm
to access their businesses. The street is controlled by both the City of Modesto and Stanislaus

County property jurisdiction.

At the both ends of this part of Lone Palm are stop signs which back up traffic for long periods
during certain times of the day with the current amount of traffic that now access these
businesses. Adding more traffic from this new retail business would increase these conditions
and make this road even more unsafe then it already is. Access to this street is from Kansas to
the south and Emerald via Woodland Avenue to the north. These streets have constant traffic

and long lines during late afternoons.

Another concern is the street itself (Lone ’alm) is not wide enough to accommodate 2 trucks
passing in some places on the street. There are some businesses (hal have sidewalks and are set
back enough to accommodate traffic in a light industrial area but some places are barely wide

enough for 2 cars to pass safely.

I strongly suggest making this street safe for exira traffic by putting in sidewalks and widening
the whole street before allowing any more high traffic businesses to be located on this street.

Thank you for your consideration,

)

torage, LP
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STANISLAUS COUNTY
DEPARTMENT OF PLANNING AND
COMMUNITY DEVELOPMENT
1010 10" Street, Suite 3400
Modesto, California 95354

NOTICE OF EXEMPTION

Project Title: Use Permit and Development Agreement Application No. PLN2020-0036 — The Peoples Remedy.

Applicant Information: Mark Ponticelli dba The Peoples Remedy.

Project Location: 1119 Lone Palm Avenue, between Woodland and Kansas Avenues, west of State Route
99, in the Modesto area. Stanislaus County (APN: 029-011-075).

Description of Project: Request to obtain a Use Permit and Development Agreement to establish a commercial
cannabis retail storefront business including delivery services within a portion of an existing 12,000 square-foot
building in the M (Industrial) zoning district.

Name of Agency Approving Project: Stanislaus County Board of Supervisors.

Lead Agency Contact Person: Jeremy Ballard, Associate Planner Telephone: (209) 525-6330

Exempt Status: (check one)

Ministerial (Section 21080(b)(1); 15268);

Declared Emergency (Section 21080(b)(3); 15269(a));
Emergency Project (Section 21080(b)(4); 15269(b)(c));
Categorical Exemption. State type and section number:

Statutory Exemptions. State code number:

XOOOOod

Common Sense (Section 15061)

Reasons why project is exempt: Project does not have possibility for significant effect on environment as non-
cannabis retail business would be ministerially permitted in current zoning district and facility will operate out of
an existing building.

May 8. 2020 Signature on file.
Date Jeremy Ballard
Associate Planner

I:\Planning\Staff Reports\UP\2020\Cannabis Applications\PLN2020-0036 - The People's Remedy\Planning Commission\July 16, 2020\Staff Report\Exhibit | - Notice of Exemption.docx
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SUMMARY OF RESPONSES FOR ENVIRONMENTAL REVIEW REFERRALS

PROJECT: UP & DA PLN2020-0036 - THE PEOPLES REMEDY

REFERRED TO: RESPONDED RESPONSE 'l\\/l/lglAGSIthRl’(ég CONDITIONS
s\ Elpme | g | g | e [JmvEAE hocomen| g | o | g | o
~| 2| noTice > Z | SIGNIFICANT IMPAGT NON CEQA > z > z

IMPACT

CA DEPT OF FISH & WILDLIFE X X X

CA DEPT OF CONSUMER AFFAIRS

(BUREAU OF CANNABIS CONTROL) X X X

CA DEPT OF TRANSPORTATION DIST 10 X X X X

CA RWQCB CENTRAL VALLEY REGION X X X

CITY OF: MODESTO X X X X X X

COOPERATIVE EXTENSION X X X

FIRE PROTECTION DIST: WOODLAND X X X

IRRIGATION DISTRICT: MID X X X

MOSQUITO DISTRICT: EASTSIDE X X X

MT VALLEY EMERGENCY MEDICAL X X X

PACIFIC GAS & ELECTRIC X X X

RAILROAD: UNION PACIFIC X X X

SAN JOAQUIN VALLEY APCD X X X X X X

SCHOOL DISTRICT 1: MODESTO UNION X X X

STAN CO AG COMMISSIONER X X X X X X

STAN CO BUILDING PERMITS DIVISION X X X X X X

STAN CO CEO X X X

STAN CO DER X X X

STAN CO ERC X X X X X X

STAN CO HAZARDOUS MATERIALS X X X

STAN CO PUBLIC WORKS X X X

STAN CO SHERIFF X X X X X X

STAN CO SUPERVISOR DIST 3: WITHROW| X X X

STAN COUNTY COUNSEL X X X

STANISLAUS FIRE PREVENTION BUREAU | X X X

STANISLAUS LAFCO X X X

SURROUNDING LAND OWNERS X X X X X X

TELEPHONE COMPANY: ATT X X X

171 EXHIBIT J
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ATTACHMENT 2

Stanislaus County Planning Commission
Minutes Excerpt

July 16, 2020
Page 2

NON-CONSENT ITEMS

USE PERMIT _AND DEVELOPMENT AGREEMENT APPLICATION NO.
PLN2020-0036 — THE PEOPLE’S REMEDY - Request to obtain a Use Permit
and Development Agreement to establish a commercial cannabis retail storefront
business including delivery services within a portion of an existing 12,000
square-foot building in the M (Industrial) zoning district. The project site is
located at 1119 Lone Palm Avenue, between Woodland and Kansas Avenues,
west of State Route 99, in the Modesto area. The Planning Commission will
consider finding that no further analysis under California Environmental Quality
Act is required pursuant to CEQA Guidelines Section 15183 (Consistency with a
General Plan or Zoning Ordinance for which an EIR was certified) and that the
project is exempt from CEQA under CEQA Guidelines Section 15061 (Common
Sense Exemption). APN: 029-011-075.

Staff Report: Jeremy Ballard, Associate Planner, Recommends APPROVAL.
Public hearing opened.

OPPOSITION: Tina Johnson, Mark Smith

FAVOR: Mark Ponticelli, Don Phillips, Cody Day, Mario Cisneros, Amanda
Sowers, Edward Breslin, George Petrulakis

Public hearing closed.

Munoz/Hicks (6/0) RECOMMENDED APPROVAL TO THE BOARD OF
SUPERVISORS AS OUTLINED IN THE STAFF REPORT.

Roll Call Vote: Ayes — Commissioners Blom, Hicks, Maring, Munoz,
Willerup, Zipser
Noes — None.
Absent — Commissioners Buehner, Durrer, Mott
Abstained — None.

EXCERPT

PLANNING COMMISSION
MINUTES

Signature on file.

Angela Freitas
Planning Commission Secretary

July 23, 2020

Date




ATTACHMENT 3
2020-0448

STANISLAUS COUNTY ORDINANCE NO. C.o. 1281

AN ORDINANCE ADOPTING A DEVELOPMENT AGREEMENT BY AND BETWEEN THE COUNTY
OF STANISLAUS AND THE PEOPLES REMEDY.

The Board of Supervisors of the County of Stanislaus, State of California, ordains as follows:

Section 1. Pursuant to Chapter 22.05 of the Stanislaus County Code, the Board of Supervisors
hereby approves and adopts the Development Agreement by and between the County of Stanislaus and
The Peoples Remedy, dated August 25, 2020, which is incorporated herein by reference.

Section 2. This ordinance shall take effect and be in full force thirty (30) days from and after the date
of its passage and before the expiration of fifteen (15) days after its passage it shall be published once, with
the names of the members voting for and against same, in the Modesto Bee, a newspaper of general
circulation published in Stanislaus County, State of California.

Upon motion of Supervisor Withrow, seconded by Supervisor Chiesa, the foregoing ordinance was
passed and adopted at a regular meeting of the Board of Supervisors of the County of Stanislaus, State of
California, this 25" day of August 2020, by the following called vote:

AYES: Supervisors: Chiesa, Withrow, Berryhill, DeMartini and Chairwoman Olsen
NOES: Supervisors: None
ABSENT: Supervisors: None
ABSTAINING: Supervisors: None
Kristin Olsen

CHAIRWOMAN OF THE BOARD OF SUPERVISORS
of the County of Stanislaus,
State of California

ATTEST: ELIZABETH A. KING, Clerk of
the Board of Supervisors of
the County of Stanislaus,

S of California

BY:

Deputy Clerk

APPROVED AS TO FORM:
Thomas E. Boze
oupty Counsel

ORD-56-Y-1



RECORDING REQUESTED BY:

COUNTY OF STANISLAUS
BOARD OF SUPERVISORS

When Recorded Mail To:

County of Stanislaus

T
laus, County Record

Stanislaus, County Recorder
Donna Linder Co Recorder 0ffjce
DOC- 2020-0074752-00

Acct  402-Counter Customers

Tuesday, SEP 29, 2020 14:19:30

TLIPd  $0.00  Rept # 0004486577

0JC/R2/1-99

Department of Planning & Community Development

1010 10! Street, Suite 3400
Modesto, CA 95354

Fee Waived per GC 27383

Space above this line for Recorder’s use

DEVELOPMENT AGREEMENT

BETWEEN THE

COUNTY OF STANISLAUS

AND

MDS BUSINESS SERVICES, LLC (dba The People’s Remedy)
1119 LONE PALM AVE., MODESTO

AL



UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 2

THIS DEVELOPMENT AGREEMENT (this “Agreement” or this “Development
Agreement”) is made and entered in the County of Stanislaus on this 25th day of August,
2020, by and between Stanislaus County, a body corporate and a political subdivision of
the State of California (hereafter “County”) and MDS Business Services, LLC., a limited
liability company (hereafter “Permittee”) pursuant to the authority of §§ 65864 ef seq., of
the California Government Code and Stanislaus County Code, Title 22. County and
Permittee are, from time-to-time, individually referred to in this Agreement as a “Party,”
and are collectively referred to as “Parties.”

List of Attachments:
Attachment A “Project Description”
Attachment B “Legal Description/Property Description”
Attachment C “Operating Conditions”
Attachment D “Community Benefits”
Attachment E “Lease Agreement’
RECITALS

A. The Legislature of the State of California adopted the Development
Agreement Act, Government Code §§65864 ef seq., which authorizes the County to enter
into a property development agreement with any person having legal or equitable interest
in real property for development of such property.

B. Pursuant to the Development Agreement Act, the County adopted the
Development Agreement Ordinance, Title 22 of the Stanislaus County Code (hereafter
“Title 22"), establishing procedures and requirements under which the County may enter
into a Development Agreement for the development of real property with any person
having a legal or equitable interest in such property in order to establish certain
development rights in such property.

C. Permittee retains a legal or equitable interest in certain real property
located property located at 1119 Lone Palm Ave., in the Modesto area, California, also
known as Stanislaus County Assessor Parcel Number 029-011-075 and that is more
particularly described in Attachment B attached hereto and is incorporated herein by
reference. (“the Property”) Permittee has leased the Property for the purpose of carrying
out the Project from the owner Duke Thomas Leffler Trust, (“Property Owner”). A copy
of the lease is attached hereto as Attachment E.




UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 3

D. Chapter 6.78 of the Stanislaus County Code (hereafter “Chapter 6.78")
establishes a regulatory permit for Commercial Cannabis Activities (“Commercial
Cannabis Activities Permit”) and prohibits all Commercial Cannabis Activities in all zoning
areas without first obtaining a permit.

E. Permittee proposes to develop the Property to be used for the commercial
cannabis activity described in Attachment A (“the Project”).

F. To ensure that the County remains responsive and accountable to its
residents while pursuing the benefits of this development agreement, the County accepts
the restraints on its police powers contained in this Agreement only to the extent and for
the duration required to achieve the County's objectives and to offset such restraints,
seeks public benefits from the Permittee that go beyond those obtained by traditional
County controls and conditions imposed on development project applications.

G. The County Board of Supervisors has found that, among other things, this
Development Agreement is consistent with its General Plan and has been reviewed and
evaluated in accordance with the Development Agreement Statute and Title 22.

H. County and Permittee desire the timely, efficient, orderly and proper
development of the Project.

l. County and Permittee have reached agreement and desire to express
herein a Development Agreement that shall facilitate development of the Project in
conformance with Title 22 and subject to conditions set forth herein.

J. In addition, the parties intend that this Agreement satisfy the requirements
of Chapter 6.78, which requires those operating a commercial cannabis activity to enter
into a “development agreement” setting forth “the terms and conditions under which the
Commercial Cannabis Activity will operate that are in addition to the requirements of this
chapter, including, but not limited to, public outreach and education, community service,
payment of fees and other charges as mutually agreed, and such other terms and
conditions that will protect and promote the public health, safety, and welfare.”

K. On July 16, 2020, the Stanislaus County Planning Commission, serving as
the planning agency for purposes of Government Code section 65867, held a duly noticed
public hearing on this Agreement and Related Project Approvals. Following the public
hearing, the Planning Commission, determined that the Project, the Initial Project
Approvals, and the Agreement are, as a whole and taken in their entirety, consistent with
the County’s General Plan and the Zoning Code. The Planning Commission
recommended approval of the Project, including this Agreement, to the Board of
Supervisors.

L. On August 25, 2020, the County Board of Supervisors of the County of
Stanislaus having receive the recommendations of the Planning commission, held a duly
notice public hearing on this Agreement and the related initial Project Approvals.



UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 4

Following the public hearing, the board adopted Ordinance No. C.S. 1281 (the “Enacting
Ordinance”), approving this Agreement and authorizing the Chairman of the Board of
Supervisors to execute this Agreement and found that the Agreement is consistent with
the General Plan and Zoning Code in accordance with Government Code section 65867.5
and determined that the Project as defined herein required no further analysis under
CEQA, pursuant to CEQA Guidelines Section 15183 (Consistency with a General Plan or
Zoning for which an EIR was prepared).

M. Permittee will implement public benefits, above and beyond the necessary
mitigation for the Project, including the creation of new jobs, funding for various
community improvements, and payment of the benefit fees as set forth in this Agreement
and these public benefits serve as the consideration upon which the County bases its
decision to enter into this Agreement.

NOW, THEREFORE, with reference to the foregoing recitals and in consideration
of the mutual promises, obligations and covenants herein contained, County and
Permittee agree as follows:

AGREEMENT

1. Incorporation of Recitals. The Recitals and all defined terms set forth above are
hereby incorporated into this Agreement as if set forth herein in full.

2. Definitions.
2.1. "Agreement" means this Development Agreement and all amendments and
modifications thereto.

2.2. “Enacting Ordinance” means Ordinance No. C.S.1281 adopted by the
Board of Supervisors on August 25, 2020, approving this Agreement and
authorizing the Chairwoman of the Board of Supervisors to execute this
Agreement.

2.3. "Initial Project Approvals" means those land use approvals and entitlements
relating to the Project that were approved by the Board of Supervisors concurrently
with this Agreement, which include the Use Permit, and CEQA determination.

2.4. “Regulatory Permit” means the permit required by Stanislaus County Code
Chapter 6.78 to conduct Commercial Cannabis Activities.

2.5. “Development Agreement Act” means Articie 2.5 of Chapter 4 of Division 1
of Title 7 (section 65864 through 65869.5) of the California government Code.

2.6. ‘“Development Agreement Ordinance” means Title 22 of the Stanisiaus
County Code.



UP DA PLN2020-0036
Development Agreement
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2.7. ‘“Effective Date” is the date on which the Agreement shall be effective in
accordance with section 7.1 hereof,

2.8. ‘“Rules, Regulations and Official Policies” means the County rules,
regulations, ordinances, laws, and officially adopted policies governing
development, inciuding, without limitation, density and intensity of use, permitted
uses, the maximum height and size of proposed buildings, the provision for the
reservation or dedication of land, if any, for public purposes, the construction,
installation, and extension of public improvements, environmental review, and
other criteria relating to development or use of real property and which are
generally applicable to the Property.

2.9. © "Uniform Codes" means those building, electrical, mechanical, plumbing,
fire, and other similar regulations of a Countywide adopted scope that are based
on recommendations of the California Building Standards Commission and that
become applicable throughout the County, such as, but not limited to, the
California Uniform Building Code, the California Uniform Electrical Code, the
California Uniform Mechanical Code, California Uniform Plumbing Code, or the
California Uniform Fire Code (including those amendments to the promulgated
California Uniform codes that reflect local modification adopted pursuant to the
applicable process provided in state law for a local jurisdiction to modify such
uniform codes and that are applicable Countywide).

3. Description of the Project. The Project consist of the use of the Property for the
Commercial Cannabis Activities set forth in Attachment A attached hereto and in
the Initial Project Approvals.

4, Description of Property. The Property that is the subject of this Agreement is
described in Attachment B attached hereto.

5. Interest of Permittee. The Permittee has a legal interest in the Property in that it is
the Lessee of the property.

8. Relationship of County and Permittee. It is understood that this Agreement is a
contract that has been negotiated and voluntarily entered into by the County and
Permittee and that the Permittee is not an agent of the County. The County and
Permittee hereby renounce the existence of any form of joint venture or partnership
between them and agree that nothing contained herein or in any document
executed in connection herewith shall be construed as making the County and
Permittee joint venture’s or partners.

7. Effective Date and Term.
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7.1. Effective Date. The Effective Date of this Agreement shall be the date on
which the Enacting Ordinance becomes effective. The Enacting Ordinance is
. effective 30 days after the date of approval (“the Effective Date”).

7.2. Term. The term of this Agreement shall commence on the Effective Date
and extend five (5) years thereafter, unless said term is otherwise terminated or
amended by circumstances set forth in this Agreement or Permittee no longer has
a legal interest in the property or has ceased operations on the property for a period
of 30 consecutive days.

8. Development of the Propenty.

8.1, Right to Develop. This Agreement is entered into by the Parties for the
limited purpose of setting forth the terms concerning the development and use of
the Property by Permittee for Commercial Cannabis Activities. Accordingly:

8.1.1. Vested Rights. Permittee waives any and all “vested rights” (as that
term is used in California land use law) the Permittee may have or later
acquire, in law or equity, concerning the Property or the Project except
those specifically stated herein. Nothing contained in this Agreement, nor
in any of the permits, approvals, plans, inspections, certificates, documents,
licenses, or any other actions taken by the County regarding the Project
shall be construed to grant Permittee any vesting of rights for future
development or use of the Property or to conduct commercial cannabis
activities except as specifically stated herein; and

8.1.2. Project Subject to Rules in Effect at Time of Development. Permittee
agrees that any and all development and use of the Property shall be
governed by the County's fees, taxes, rules, regulations, ordinances, laws,
and officially adopted policies governing the development and use of the
Property, including, without limitation, impact fees, processing fees,
regulatory fees and permits, density and intensity of use, permitted uses,
the maximum height and size of proposed buildings, the provision for the
reservation or dedication of land, if any, for public purposes, the
construction, installation, and extension of public improvements,
environmental review, and other criteria relating to development or use of
real property and which are generally applicable to the Property in effect at
the time of the development or use.

8.1.3. New Rules and Regulations. During the term of this Agreement, the
County may apply new or modified ordinances, resolutions, rules,
regulations and official policies of the County to the Property to ensure that
the operation of the Commercial Cannabis Activity is consistent with the
protection of the health, safety and welfare of the community and will not
adversely affect the surrounding uses.
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8.1.4. Future Approvals. Nothing in this Agreement shall prevent the
County from denying or conditionally approving any subsequent land use
permit or authorization for the Project on the basis of such new or modified
ordinances, resolutions, rules, regulations and policies except that such
subsequent actions shall be subject to any conditions, terms, restrictions,
and requirements expressly set forth herein.

8.1.5. Application of State and Local Regulatory Laws Governing
Commercial Cannabis Activities. The operation of Commercial Cannabis
Activities is a highly regulated business activity, and it is subject to various
state and local laws and regulations. This Agreement does not, and the
County cannot and does not intend to, give Permittee the right to continue
its operations without complying with applicable state and local laws
governing its operations. Permittee shall be responsible for obtaining all
applicable state permits, approvals and consents, even if the applicable
state laws and regulations are altered following the Effective Date.

8.1.6. Uniform Codes Applicable. The Project shall be constructed in
accordance with the provisions of the California Building, Mechanical,
Plumbing, Electrical and Fire Codes and Title 24 of the California Code of
Regulations, relating to Building Standards, in effect at the time of approval
of the appropriate building, grading, or other construction permits for the
Project.

8.1.7. Maintaining Regulatory Permit. Permittee shall continuously maintain
its Regulatory Permit. Permittee agrees that it has an obligation to annually
renew its Regulatory Permit pursuant to the terms of Stanislaus County
Code Chapter 6.78. Nothing in this Agreement shall prevent the County
from denying or conditionally approving the renewal of a Commercial
Cannabis Business Regulatory Permit, revoking such permit, or amending
Chapter 6.78 or its implementing regulations in a manner that would impose
stricter requirements on existing or to-be-issued Regulatory Permits.

8.1.8. Timing _of Development. Permittee shall complete Project
improvements pursuant to the schedule set forth in Attachment G of this
Agreement.

Permitted Uses. The permitted uses of the Property, the density and

intensity of use, the maximum height, bulk and size of proposed buildings,
provisions for reservation or dedication of land for public purposes and location
and maintenance of on-site and off-site improvements, and other terms and
conditions of development applicable to the Property, shall be those set forth in
this Agreement, the Initial Project Approvals, any amendments to this Agreement,
and any subsequent land use entitlements.
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10.

11.

8.2.1. Although Chapter 6.78 - Commercial Cannabis Activities, of the
Stanislaus County Code does not specifically identify Commercial Cannabis
Activities as allowed uses in any specific zoning district, Stanislaus County
Code Title 21 identifies zoning districts where commercial cannabis
activities are permitted, when a Use Permit is obtained.

Public Benefits

9.1. Community Benefits. Permittee shall perform the Community Benefits
identified in Attachment E to the Agreement.

Fees & Subsequently Enacted or Revised Fees, Assessments and Taxes.

10.1. Fees. Permittee agrees to pay all permit fees and charges required by
Stanislaus County, including but not limited to permit application and permit
issuance fees, annual operating fees, amended registration fees, and regulatory
renewal fees. Permittee shall pay such fees in an amount determined by the
County Board of Supervisors.

10.2. Amended Application Fees. Any existing application, processing, renewal
and registration fees that are amended during the term of this Agreement shall
apply to the Project.

10.3. New Taxes. Any subsequently enacted County taxes shall apply to the
Project.

10.4. Assessments. Nothing herein shall be construed to relieve the Property
from assessments levied against it by the County pursuant to any statutory
procedure for the assessment of property to pay for infrastructure and/or services
which benefit the Property. '

10.5. Vote on Future Assessments and Fees. In the event that any assessment,
fee or charge which is applicable to the Property is subject to Article XIlID of the
Constitution and Permittee does not return its ballot, Permittee agrees, on behalf
of itself and its successors that the County may count Permittee’s ballot as
affirmatively voting in favor of such assessment, fee or charge.

Compliance with Chapter 6.78 of the Stanisiaus County Code.

11.1. The parties intend this Agreement as the instrument to satisfy the
requirements of Stanislaus County Code section 6.78.060 (A)(2), which provides
as follows: ‘
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“Development Agreement. Prior to operating in the county and as a
condition of issuance of the CCA permit, the permittee of each commercial
cannabis activity shall enter into a development agreement, as specified in
Title 22 of the Stanislaus County Code, with the county setting forth the
terms and conditions under which the commercial cannabis activity will
operate that are in addition to the requirements of this chapter, and such
other terms and conditions that will protect and promote the public health,
safety and welfare.”

Compliance with Conditions of Approval and Regulatory Permits.

12.1. Permittee agrees to operate the Commercial Cannabis Activity on the
Property pursuant to the terms and conditions set forth in the Operating Conditions
attached hereto as Attachment D and incorporated herein by reference. Failure to
strictly comply with the terms and conditions of the Operating Conditions shall
constitute a default under this Agreement, which shall be subject to termination
pursuant to paragraph 15 below.

12.2. Permittee agrees that its failure to strictly comply with all the requirements
set out in Attachment D shall be a material breach of this agreement and subject
to default under paragraph 15 below.

12.3. The provisions of this Agreement require a close degree of cooperation
between County and Permittee. It is anticipated during the term of this Agreement
that refinements to the manner in which the Permittee operates may be appropriate
with respect to the Project. To the extent allowable by law, the Parties shall retain
a certain degree of flexibility as provided herein with respect to all matters, items
and provisions covered in general under this Agreement. When and if the Parties
find it necessary or appropriate to make changes, adjustments or clarifications, the

Parties shall enter into memoranda (“Operating Memoranda”) approved by the . -

Parties in writing, which reference this Section of the Agreement. Operating
Memoranda are not intended to constitute an amendment to this Agreement but
mere ministerial clarifications; therefore, public notices and hearings shall not be
required. The Stanislaus County Chief Executive Officer shall be authorized upon
consultation with the County Counsel, to determine whether a requested
clarification may be effectuated pursuant to this Section or whether the requested
clarification is of such character to constitute an amendment to the Agreement
which requires compliance with the provision of this Agreement pertaining to
amendments. The authority to enter into such Operating Memoranda is hereby
delegated to the Chief Executive Officer, who is hereby authorized to execute any
Operating Memoranda hereunder without further Board of Supervisor action.
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13.

14.

Amendment or Cancellation.

13.1. Amendment Because of Conflict with State or Federal Laws. In the event
that state or federal laws or regulations enacted after the Effective Date of this
Agreement prevent or preclude compliance with one or more provisions of this
Agreement or require changes in plans, maps or permits approved by the County,
the parties shall meet and confer in good faith in a reasonable attempt to modify
this Agreement to comply with such federal or state law or regulation. Any such.
amendment or suspension of the Agreement shall be subject to approval by the
County Board of Supervisors in accordance with Stanislaus County Code, Title 22.

13.2. .Amendment by Mutual Consent. This Ag'reement may be amended in
writing from time to time by mutual consent of the parties hereto and in accordance
with the procedures of State law and permitted uses.

13.3. Insubstantial Amendments.  Notwithstanding the provisions of the
preceding Section 13.2, any amendments to this Agreement which do not relate to
(a) the term of the Agreement; (b) the permitted uses of the Property; (c) provisions
for “significant” reservation or dedication of land; (d) conditions, terms, restrictions
or requirements for subsequent discretionary actions; (e) the density or intensity
of use of the Project; (f) the maximum height or size of proposed buildings; or (g)
monetary contributions by Permittee as provided in this Agreement, shall not,
except to the extent otherwise required by law, require notice or public hearing
before either the Planning Commission or the County Board of Supervisors before
the parties may execute an amendment hereto. The County Chief Executive
Officer, or his/her designee, shall determine whether a reservation or dedication is
“significant”.

13.4. Amendment of Project Approvals. Any amendment of Project Approvals
relating to: (a) the permitted use of the Property; (b) provision for reservation or
dedication of land; (c) conditions, terms, restrictions or requirements for
subsequent discretionary actions; (d) the density or intensity of use of the Project;
(e) the maximum height or size of proposed buildings; (f) monetary contributions
by the Permittee; or (g) public improvements to be constructed by Permittee shall
require an amendment of this Agreement. Such amendment shall be limited to
those provisions of this Agreement which are implicated by the amendment of the
Project Approval. Any other amendment of the Project Approvals, or any of them,
shall not require amendment of this Agreement unless the amendment of the
Project Approval(s) relates specifically to some provision of this Agreement.

Annual Review.

14.1. Review Date. Annual review of the Property Owner's good faith compliance
with the terms of this Agreement shall take place on an annual basis beginning 12
months after the Effective Date of this Agreement and continuing to occur annually
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15.

thereafter on the yearly anniversary of the Effective Date ("Annual Review") until
termination of the Agreement.

14.2. Initiation of Review. The County Chief Executive Officer, or designee, shall
initiate the annual review, as required under Chapter 22.07 of the Stanislaus
County Code, by giving to Permittee thirty (30) days written notice that the County
intends to undertake such review. Permittee shall provide evidence to the County
Chief Executive Officer, or designee, prior to the hearing on the annual review, as
and when reasonably determined necessary by the County Chief Executive
Officer, or designee, to demonstrate good faith compliance with the provisions of
the Agreement. The burden of proof by substantial evidence of compliance is upon
the Permittee.

14.2.1. Appeal of the Chief Executive Officer's, or designee’s, findings
regarding compliance shall be made in accordance with Stanislaus County
Chapter 22.07, except that the County Chief Executive Officer, or designee,
shall replace all instances where the planning director is indicated.

14.3. Staff Reports. To the extent practical, the County shall deposit in the mail
and fax to Permittee a copy of all staff reports, and related Attachments concerning
contract performance at least ten (10) days prior to any annual review.

14.4. Costs. Costs reasonably incurred by the County in connection with the
annual review shall be paid by Permittee in accordance with the County’s schedule
of fees in effect at the time of review.

Default.

15.1. Permittee’s Default. The occurrence of any of the following shall constitute
a default by Permittee under this Agreement.

15.1.1. Failure or unreasonable delay to perform any material provision of
this Agreement.

15.1.2. Permittee’s failure to pay when due any fee, tax, or payment
required to be paid under this Agreement, County Ordinance or Resolution,
or California State Law, if the failure to pay continues for three (3) days after
written notice of the failure from County.

15.1.3. Permittee’s abandonment of the Property, including Permittee’s
absence from the Property for thirty 30 consecutive days.

15.1.4. Permittee’s failure to strictly comply with all the requirements set out
in Attachment D.
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15.1.5. Permittee’s failure to make the contributions or community Benefit
Rate Payments set out in Attachment E.

15.2. County’s Default. Failure to perform any material provision of this
agreement, or any intentional or unreasonable delay to perform or in performance
of any material provision of this Agreement.

15.3. Other Remedies Available. Upon the occurrence of an event of default, the
parties may pursue all other remedies at law or in equity which are not otherwise
provided for in this Agreement or in the County’s regulations governing
development agreements, expressly including the remedy of specific performance
of this Agreement.

15.4. Notice and Cure. Upon the occurrence of an event of default by either party,
the non-defaulting party shall serve written notice of such default upon the
defaulting party (“Notice of Default”). Failure to give notice shall not constitute a
waiver of any default. Upon delivery of notice, the parties shall meet and confer in
good faith to address the alleged default and attempt to cure such default within a
reasonable time or modify the Agreement to remedy such default.

15.5. Cure Period. The defaulting Party shall respond within 5 business days of
the date of the Notice of Default, and shall provide reasonable evidence that it was
never, in fact, in default or shall state that it will immediately commence to cure the
identified default and shall cure the identified default within 30 days of the Notice
of Default, unless the Parties extend such time by mutual written consent. In the
case of a dispute as to whether a default exist or whether the defaulting Party has
cured the default, the Parties may submit the matter to dispute resolution pursuant
to section 16 of this Agreement. '

15.6. Remedies for Default.

15.6.1. Permittee Default; If the Permittee remains in default after the cure
period, and the alleged default is not the subject of a dispute resolution
pursuant to Section 16 of this Agreement, the County shall have all rights
and remedies provided by this Agreement, including, without limitation, the
right to terminate or modify this Agreement subject to the provisions set forth
below. The County shall, in addition to any other remedy available at law or
in equity, also have the right to compel specific performance of the
obligations of Property Owner under this Agreement, including, without
limitation, the right to compel specific performance of the Community
Benefits set forth in Attachment E to this Agreement.

15.6.2. Termination or Modjification. If the Director of Planning finds and
determines that Permittee remains in default after the cure period, if the
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alleged default is not the subject of dispute resolution pursuant to Section
16 of this Agreement, and if the County intends to terminate or modify this
Agreement, the Director of Planning shall set the matter for a hearing by the
Planning Commission in accordance with the provisions of the
Development Agreement Ordinance (County Code Chapter 22.08). If after
such public hearing, the Planning Commission finds that Property Owner is
in violation of this Agreement, the Planning Commission shall notify the
Board of Supervisors of its findings and recommend such action as it deems
appropriate. If the Planning Commission reports a violation of the
Development Agreement to the Board of Supervisors pursuant to this
Section, the Board of Supervisors may take one of the following actions: (a)
approve the recommendation of the Planning Commission instructing that
action be taken as indicated therein in cases other than a recommendation
to terminate or modify the Agreement; (b) refer the matter back to the
Planning Commission for further proceedings with or without instructions;
or (c) schedule the matter for hearing before the Board of Supervisors if
termination or modification of the Agreement is recommended. There shall
be no termination or modifications of this Agreement unless the Board of
Supervisors acts pursuant to the provisions set forth in Government Code
Sections 65865.1, et seq., and Stanislaus County Code chapter 22.08.
Pursuant to Government Code §65865., if as a result of the Annual Review,
the County determines, on the basis of substantial evidence, that Permittee
has not complied in good faith with terms or conditions of this Agreement,
the County may terminate or modify the Agreement; provided, however, that
if Permittee does not agree to the modification the County's only remedy
shall be to terminate the Agreement. Further, if the County seeks to
terminate or modify the Agreement for any other reason, such action shall
be subject to the requirements of Government Code § 65868, including the
requirement for the mutual consent of the Parties.

15.6.3. County Default. If the County remains in default after the cure period
and the alleged default is not the subject of dispute resolution pursuant to
Section 16 of this Agreement, Permittee shall have all rights and remedies
provided by this Agreement, including, without limitation, the right to compel
specific performance of the County's obligations under this Agreement.
Permittee also has the right to initiate amendment or cancellation of this
Agreement subject to the provisions set forth in the Development
Agreement Act and Development Agreement Ordinance, which include, but
are not limited to, the requirement for mutual consent of the Parties to the
amendment or cancellation.

15.6.4. No Monetary Damages Against County. Notwithstanding anything
to the contrary contained herein, in no event shall monetary damages be
awarded against the County upon an event of default or upon termination
of this Agreement.
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16.

17.

Dispute Resolution. In addition to, and not by way of limitation of, all other remedies
available to the Parties under the terms of this Agreement, the Parties may choose
to use the informal dispute resolution and/or arbitration processes in this Section.

16.1. Informal Dispute Resolution Process. The Parties may agree to informal
dispute resolution proceedings to fairly and expeditiously resolve disputes related
to the interpretation or enforcement of, or compliance with, the provision of this
Agreement ("Disputes"). These dispute resolution proceedings may include: (a)
procedures developed by the County for expeditious interpretation of questions

" arising under development agreements; or (b) any other manner of dispute

resolution that is mutually agreed upon by the Parties.

16.2. Non-Binding Arbitration. The Parties may agree to use nonbinding
arbitration to resolve any Dispute arising under this Agreement. The arbitration
shall be conducted by an arbitrator who must be a former judge of the Stanislaus
County Superior Court, Appellate Justice of the Fifth District Court of Appeals, or
Justice of the California Supreme Court. This arbitrator shall be selected by mutual
agreement of the Parties.

16.3. Non-Binding Arbitration Procedures. Upon appointment of the arbitrator, the
Dispute shall be set for arbitration at a time not less than thirty (30) nor more than
ninety (90) days from the effective date of the appointment of the arbitrator. The
arbitration shall be conducted under procedures that are mutually agreed upon by
the Parties in writing prior to the commencement of arbitration.

Termination or cancellation. In addition to the procedures set forth in Section 15.6,

above, this Agreement is also subject to the following termination provisions:

17.1. Termination Upon Expiration of Term. This Agreement shall terminate upon
expiration of the Term set forth in Section 7.2 unless otherwise extended or
modified by mutual consent of the Parties. Upon termination of this Agreement, the
County Registrar-Recorder/County Clerk may cause a notice of such termination
in a form satisfactory to the County to be duly recorded in the official records of the
County. :

17.2. Cancellation by Mutual Consent. This Agreement may be cancelled by
mutual consent of the Parties, subject to the procedures set forth in the
Development Agreement Act and the Development Agreement Ordinance.

17.3. Enforced Delay; Extension of Time of Performance. In addition to specific
provisions of this Agreement, performance by any Party hereunder shall not be
deemed to be in default where a delay is enforced due to: war, insurrection, strikes,
walkouts, riots, floods, earthquakes, fires, casualties, acts of God, third-party
litigation, restrictions imposed or mandated by other governmental entities,




UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 15

18.

19.

20.

enactment of conflicting state or federal laws or regulations, judicial decisions, or
similar basis for excused performance that is not within the reasonable control of
the Party to be excused, and the cause of the enforced delay actually prevents or
unreasonably interferes with such Party's ability to comply with this Agreement;
provided, however, that the Parties agree that a delay that results solely from
unforeseen economic circumstances shall not constitute an enforced delay for
purposes of this Section. This Section shall not be applicable to any proceedings
with respect to bankruptcy or receivership initiated by or on behalf of Permittee, or
by any third parties against Permittee if such third-party proceedings are not
dismissed within ninety (90) days. If written notice of an enforced delay is given to
either Party within forty-five (45) days of the commencement of such enforced
delay, an extension of time for such cause will be granted in writing for the period
of the enforced delay, or longer as may be mutually agreed upon.

Estoppel Certificate.

18.1. Either party may, at any time, and from time to time, request written notice
from the other party requesting such party to certify in writing that, (a) this
Agreement is in full force and effect and a binding obligation of the parties, (b) this
Agreement has not been amended or modified either orally or in writing, or if so
amended, identifying the amendments, and (c) to the knowledge of the certifying
party the requesting party is not in default in the performance of its obligations
under this Agreement, or if in default, to describe therein the nature and amount of
any such defaults. A party receiving a request hereunder shall execute and return
such certificate within thirty (30) days following the receipt thereof, or such longer
period as may reasonably be agreed to by the parties. Chief Executive Officer of
the County shall be authorized to execute any cenrtificate requested by Permittee.

“Should the party receiving the request not execute and return such certificate

within the applicable period, this shall not be deemed to be a default, provided that
such party shall be deemed to have certified that the statements in clauses (a)
through (c) of this section are true, and any party may rely on such deemed
certification.

Severability.

19.1. The unenforceability, invalidity or illegality of any provisions, covenant,
condition or term of this Agreement shall not render the other provisions
unenforceable, invalid or illegal.

Attorneys’ Fees and Costs.

20.1. If the County or Permittee initiates any action at law or in equity to enforce
or interpret the terms and conditions of this Agreement, the prevailing party shall
be entitled to recover reasonable attorneys’ fees and costs in addition to any other
relief to which it may otherwise be entitied. If any person or entity not a party to
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this Agreement initiates an action at law or in equity to challenge the validity of any
provision of this Agreement or the Project Approvals, the parties shall cooperate
in defending such action. Permittee shall bear its own costs of defense as a real
party in interest in any such action and shall reimburse the County for all
reasonable court costs and attorneys’ fees expended by the County in defense of
any such action or other proceeding.

Transfers and Assignments.

21.1. The Permittee shall not transfer, delegate, or assign its interest, rights,
duties, and obligations under this Agreement without the prior written consent of
the County. Any assignment, delegation, or assignment without the prior written
County consent of the other parties to this Agreement shall be null and void. Any
transfer, delegation, or assignment by the Permittee as authorized herein shall be
effective only if and upon the party to whom such transfer, delegation, or
assignment is made is issued a Regulatory Permit as required under chapter 6.78
of the Stanislaus County Code.

21.2. No change in Permittee’s ownership or in the composition of the Permittee’s
ownership shall be made, and no transfer or sub-lease of the lease Agreement
shall be made, without providing the County with 30 days prior written notice. If
the change, transfer or sub-lease changes Control over the use of the Property,
the operations of Permittee, or the actions or activities of Permittee, then the prior
written consent of the County must be obtained 30 days before the change,
transfer or sub-lease.

21.3. Notwithstanding the above, the County Chief Executive Officer (CEO) shall
evaluate in good faith any request for a transfer of rights to a third party under this
Agreement, and shall not unreasonably withhold approval of such request. The
CEO's evaluation may take into consideration the experience of and resources
available to the prospective transferee relative to their ability to competently
assume the commercial cannabis business operation, and applicable background
information of the third party, including but not limited to a background check for
criminal activity, a history of legal actions such as filing for bankruptcy, civil lawsuits
involving claims of fraud or related actions. Additionally, the CEO may, at his or
her discretion, deny a transfer request for any of the reasons contemplated in
California Code of Regulations, tit. 16, sections 5017-5018.

21.3.1. Successor in Interest. Permittee shall have the right to name a
successor in interest who may assume ownership of the Cannabis Business
Project and permits thereunder in the event of the permittee orit's principal's
death or incapacity, provided the CEO has conducted a background check
of the named successor in interest, subject to the provisions for
assignments to third parties set forth above, and there are no issues related
to his or her background that would preclude eligibility to operate the
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22.

23.

Cannabis Business Project. Permittee shall designate its successor in
interest in writing and provide notice to the County as set forth below.

Bankruptcy.
The obligations of this Agreement shall not be dischargeable in bankruptcy.

indemnification.

23.1. Permittee hereby agrees to and shall indemnify, save, hold harmless, and,
if requested by the County, defend the County from any claim, action, or
proceeding brought by a third party (i) to challenge, attack, set aside, void, or annul
this Agreement or the Initial Project Approvals, or (i) for claims, costs, and liability
for any damages, personal injury, or death, which may arise in connection with The
Project or this Agreement. Directly or indirectly from the negotiation, formation,
execution, enforcement, or termination of this Agreement. Nothing in this Section
shall be construed to mean that Permittee shall hold the County harmless and/or
defend it from any claims arising from, or alleged to arise from, the negligent acts,
negligent failure to act, or intentional acts on the part of the County. The County
agrees that it shall reasonably cooperate with Permittee in the defense of any
matter in which Permittee is defending, indemnifying, and/or holding the County
harmless. The County may make all reasonable decisions with respect to its
representation in any legal proceeding. In the event any claim, action, or
proceeding as described above is filed by a third party against the County,
Permittee shall, within 10 days of being notified of the filing, make an initial deposit
with the County in the amount of $5,000, from which actual costs and expenses
shall be billed and deducted for purposes of defraying the costs and/or expenses
involved in the County's cooperation in the defense, including, but not limited to,
depositions, testimony, and other assistance provided to Permittee or Permittee's
counsel. If during the litigation process actual costs or expenses incurred reach 80
percent of the amount on deposit, Permittee shall deposit additional funds to bring
the balance up to the amount of $5,000. There is no limit to the number of
supplemental deposits that may be required during the course of litigation. At the
sole discretion of Permittee, the amount of the initial or any supplemental deposit
may exceed the minimum amounts specified herein. Additionally, the cost for
collection and duplication of records, including the reasonable costs of staff time
necessary to collect, review, and/or duplicate such records in connection with the
preparation of any administrative record or otherwise in relation to litigation, shall
be paid by Permittee. Upon Permittee's initial $5,000.00 deposit to cover the
County's costs and expenses pursuant to this section, Permittee shall have the
right to a monthly, itemized accounting of such expenses, which County shall
provide upon Permittee's request within 5 days of such request, but no sooner than
30 days after Permitiee’s initial deposit.
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24.

25.

Insurance.

24.1. Public Liability and Property Damage Insurance. During the term of this
Agreement, Permittee shall maintain in effect a policy of comprehensive general
liability insurance with a per-occurrence combined single limit of not less than two
million dollars ($2,000,000.00) with a one hundred thousand dollar ($100,000) self-
insurance retention per claim. The policy so maintained by Permittee-shall name
the County as an additional insured and shall include either a severability of
interest clause or cross-liability endorsement.

24.2. Workers Compensation Insurance. During the term of this Agreement
Permittee shall- maintain Worker's Compensation insurance for all persons
employed by Permittee for work at the Project site. Permittee shall require each
contractor and subcontractor similarly to provide  Worker's Compensation
insurance for its respective employees. Permittee agrees to indemnify the County
for any damage resulting from Permittee’s failure to maintain any such insurance.

24.3. Evidence of Insurance. Prior to the County Board of Supervisors approval
of this Agreement, Permittee shall furnish the County satisfactory evidence of the
insurance required in Sections 24.1 and 24.2 and evidence that the carrier is
required to give the County at least fifteen days prior written notice of the
cancellation or reduction in coverage of a policy. The insurance shall extend to
the County, its elective and appointive boards, commissions, officers, agents,
employees and representatives and to Permittee performing work on the Project.

Notices.

25.1. All notices required or provided for under this Agreement shall be in writing.
Notices required to be given to the County shall be addressed as follows:

County Chief Executive Officer
County of Stanislaus

1010 10 Street, Suite 6800
Modesto, CA 95354

Notices required to be given to Permittee shall be addressed as follows:

MDS Business Services, LLC
1119 Lone Palm Ave.
Modesto, CA 95351

ATTN: Mak Ponticelli

A party may change address by giving notice in writing to the other party and

thereafter all notices shall be addressed and transmitted to the new address. Notices
shall be deemed given and received upon personal delivery, or if mailed, upon the
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expiration of 48 hours after being deposited in the United States Mail. Notices may also
be given by overnight courier which shall be deemed given the following day or by
facsimile transmission which shall be deemed given upon verification of receipt.

26. Agreement is Entire Understanding.

This Agreement constitutes the entire understanding and agreement of the parties.
27. Attachments.

The following documents are referred to in this Agreement and are attached hereto
and incorporated herein as though set forth in full:

Attachment A “Project Description”

Attachment B “Legal Description/Property Description”
Attachment C “Operating Conditions”

Attachment D “Community Benefits”

Attachment E “Lease Agreement”

28. Counterparts.

This Agreement is executed in three (3) duplicate originals, each of which is
deemed to be an original.

29. Recordation.

The County shall record a copy of this Agreement within ten (10) days following
execution by all parties.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the date and year first above written.

COUNTY / PERMITTEE

County of Stanislaus | ‘ MDS Business Services, LLC

By: «M@—\%@i %%—\
K Mark Bonticelli, CEO

ristin Olsen
Chairwoman of the Board of Supervisors
Dated: /- 20

Attest:
By: —— /\/_.g,

k of the Board of Supervisors
Marlowe Mercado, CFO

@-11-20

Deputy Clerk Dated:

Approved as to form:
Thomas E. Boze
unty Counsel

(NOTARIZATION ATTACHED)
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A notary public or other officer completing this certificate verifies only the identity
of the individual who signed the document to which this certificate is attached,
and not the truthfulness, accuracy, or validity of that document.

State of California

County of \W&ws/@a 5

On 41?',{;,3 /' //, L2020

before me,

e A (L oo, Mt

ere insert name and title o offlcer)

personally appeared /o L ﬂw‘ ceelll pued Marlpwe Hevea te

who proved to me on the basis of satisfactory evidence to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by
his/her/their signature(s) on the instrument the person(s), or the entity upon behalf of
which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that
the foregoing paragraph is true and correct.

WITNESS my hand/and official seal.

N g
Notary Public Sighature

&

KARYN A. WATSON
Notary Public - California
Stanislaus County
Commission # 2212744
My Comm. Expires Sep 3, 2021

(Notary Public Seal)

A 4

INSTRUCTIONS FOR COMPLETING THIS FORM

ADDITIONAL OPTIONAL INFORMATION This form complies with current California statutes regarding notary wording and,

DESCRIPTION OF THE ATTACHED DOCUMENT
‘ { s

(Title or descriptiof of attached document)

m12f§ B“,‘i.‘u,‘g,&z'gés lLLC

(Title or description of attached document continued)

Number of Pages A t Document Date 2 -{( - L0z&

CAPACITY CLAIMED BY THE SIGNER
O Individual (s)
" Corporate Officer
(Ep  CFO
(Title)

Partner(s)

Attorney-in-Fact

Trustee(s)

Other

2015 Version www.NotaryClasses.com 800-873-9865

if needed, should be completed and attached to the document. Acknowledgments
from other states may be completed for documents being sent to that state so long
as the wording does not require the California notary to violate California notary
law.
o State and County information must be the State and County where the document
signer(s) personally appeared before the notary public for acknowledgment.
s Date of notarization must be the date that the signer(s) personally appeared which
must also be the same date the acknowledgment is completed.
The notary public must print his or her name as it appears within his or her
commission followed by a comma and then your title (notary public).
Print the name(s) of document signer(s) who personally appear at the time of
notarization.
Indicate the correct singular or plural forms by crossing off incorrect forms (i.e.
he/she/they;- is /are ) or circling the correct forms, Failure to correctly indicate this
information may lead to rejection of document recording.
The notary seal impression must be clear and photographically reproducible.
Impression must not cover text or lines. If seal impression smudges, re-seal if a
sufficient area permits, otherwise complete a different acknowledgment form.
Signature of the notary public must match the signature on file with the office of
the county clerk.
%  Additional information is not required but couid help to ensure this
acknowledgment is not misused or attached to a different document.
s Indicate title or type of attached document, number of pages and date.
% Indicate the capacity claimed by the signer. If the claimed capacity is a
corporate officer, indicate the title (i.e. CEO, CFO, Secretary).
Securely attach this document to the signed document with a staple.
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ATTACHMENT A

PROJECT DESCRIPTION

Project Description: TO ESTABLISH A COMMERCIAL CANNABIS RETAIL
STOREFRONT BUSINESS INCLUDING DELIVERY SERVICES WITHIN A
PORTION OF AN EXISTING 12,000 SQUARE-FOOT BUILDING IN THE M
(INDUSTRIAL) ZONING DISTRICT.
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ATTACHMENT B

LEGAL DESCRIPTION

Real property in the County of Stanislaus, State of California, described as
follows;

PARCEL 5 AS SHOWN ON PARCEL MAPS FILED FOR RECORD APRIL 13,
2014 IN BOOK 57 OF PARCEL MAPS, AT PAGE 13, STANISLAUS COUNTY
RECORDS
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ATTACHMENT C

OPERATING CONDITIONS

1. Compliance with Laws. Permittee shall operate in accordance with all
applicable State and local laws, and any regulations promulgated thereunder.

2. Compliance with Conditions of Approval/Development Standards/Mitigation
Measures. Permittee shall operate in compliance will all conditions of
approval/development standards/mitigation measures associated with the
Initial Project Approvals and any subsequent approvals issued by the County
or any other regulatory agency. _ '

3. Compliance with License Regulations. Permittee shall operate in strict
compliance with the regulations contained in Chapter 6.78 of the Stanislaus
County Code.

4. Hours of operation. A licensed Retailer shall only sell cannabis goods during
the hours of 8:00 a.m. Pacific Time to 8:00 p.m. Pacific Time, and shall not
otherwise be open to the public outside of those hours.

5. Exception to Stanislaus County Ordinance Chapter 6.78 Commercial Cannabis
Activities, 6.78.120 General Operational Standards, Section A(7), which states
“Commercial Cannabis Activities shall not be located within a 600-foot radius
of any day care center, youth center (including parks), or school, as defined in
this Chapter, eX|st|ng at the time of initial permitting, and as required by State
law.
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ATTACHMENT D

COMMUNITY BENEFITS

Permittee agrees that its participation in commercial cannabis activities negatively
impacts the residents of Stanislaus County and that by entering into this
Development Agreement Permittee is agreeing to contrubute greater public
benefits than could otherwise be required and that Permittee does so freely and
with full knowledge and consent. ,

Permittee agrees to provide the following public benefits and specifically consents
to the payment or provision of these public benefits. Permittee agrees that these
public benefits are not a tax and do not constitute a taking of Permittee’s property
for the public’s benefit and Permittee waives any and all claims, actions, causes of
action, liabilities, damages, demands, attorneys’ fees, expenses and costs
(including without limitation court costs) of any kind or nature whatsoever, whether
known or unknown, suspected or unsuspected, which may arise by reason of
payment or provision of the community benefits stated herein.

A. Community Benefit Contribution.

Permittee shall pay to the County a Community Benefit Contribution in the amount
of $61,200 in 2020, $65,000 in 2021, $68,150 in 2022, and $71,800 in 2023 and
2024. Permittee shall deliver the Community Benefit Contribution in quarterly
instaliments in the same manner as Benefit Rate Payments described in section
B.

The Community Benefit Contribution may be used for the general governmental
purposes of the County and not for the purposes of regulation or of raising
revenues for regulatory purposes. All of the Community Benefit Contribution
proceeds received from Permittee shall be placed in the County’s general fund and
used for the usual current expenses of the County and is a separate and distinct
payment from the Community Benefit Rate Payment below. The County intends,
but is not obligated, to distribute these funds to local community charities for their
use and for public improvement projects.

B. Community Benefit Rate Payments:

1. Permittee shall provide funding as described below for the general
governmental purposes of the County, including the enforcement of illegal
commercial cannabis activities, and not for the purposes of regulation or of
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raising revenues for regulatory purposes. All of the proceeds received from
Permittee shall be placed in the County’s general fund and used for the
usual current expenses of the County.

2. Definitions.

2.1. “Canopy” means all of the following:

2.1.1. The designated area(s) at a licensed premises that will contain
cannabis plants at any point in time; '

2.1.2. Canopy shall be calculated in square feet and measured using
clearly identifiable boundaries of all area(s) that will contain cannabis
plants at any point in time, including all of the space(s) within the
boundaries;

2.1.3. Canopy may be noncontiguous but each unique area included
in the total canopy calculation shail be separated by an identifiable
boundary such as an interior wall or by at least ten feet of open
space; and

2.1.4.If cannabis plants are being cultivated using a shelving
system, the surface area of each level shall be included in the total
canopy calculation.

2.2. ‘“Designated area(s)” means the entirety of the enclosured area
measured in square feet without regard to any portion of the enclosed area
that does not or will not contain cannabis plants.

. 2.3, “Gross Receipts,” except as otherwise specifically provided, means
the total amount actually received or receivable from all sales or transfers;
the total amount or compensation actually received or receivable for the
performance of any act or service, of whatever nature it may be, for which
a charge is made or credit allowed, whether or not such act or service is
done as a part of or in connection with the sale of materials, goods, wares
or merchandise; discounts, rents, royalties, fees, commissions, dividends,
and gains realized from trading in stocks or bonds, however designated.
Included in “gross receipts” shall be all receipts, cash, credits and property
of any kind or nature, without any deduction therefrom on account of the
cost of the property sold, the cost of materials used, labor or service costs,
interest paid or payable, or losses or other expenses whatsoever, except
that the following shall be excluded therefrom:

2.3.1. Cash discounts allowed and taken on sales;
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2.3.2. Credit allowed on property accepted as part of the purchase
price and which property may later be sold, at which time the sales
price shall be included as gross receipts;

2.3.3. Any tax required by law to be included in or added to the
purchase price and collected from the consumer or purchaser,

2.3.4. Such part of the sale price of any property returned by
purchasers to the seller as refunded by the seller by way of cash or
credit allowances or return of refundable deposﬂs prewously
included in gross recelpts

2.3.5. Recelpts from investments where the holder of the investment
receives only interest and/or dividends, royalties, annuities and gains
from the sale or exchange of stock or securities solely for a person’s
own account, not derived in the ordinary course of a business;

2.3.6. Receipts derived from the occasional sale of used, obsolete or
surplus trade fixtures, machinery or other equipment used by the
Permittee in the regular course of the Permittee’s business;

2.3.7.Cash value of sales, trades or transactions between
departments or units of the same business;

2.3.8. Whenever there are included within the gross receipts
amounts which reflect sales for which credit is extended and such
amount proved uncollectible in a subsequent year, those amounts
may be excluded from the gross receipts in the year they prove to be
uncollectible; provided, however, if the whole or portion of such
amounts excluded as uncollectible are subsequently coliected, they
shall be included in the amount of gross receipts for the period when
they are recovered;

2.3.9. Transactions between a partnership and its partners;

2.3.10. Receipts from services or sales in transactions between
affiliated corporations. An affiliated corporation is a corporation:
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A. The voting and nonvoting stock of which is owned at
least 80 percent by such other corporation with which such
transaction is had; or

B. Which owns at least 80 percent of the voting and
nonvoting stock of such other corporation; or ;

C. At least 80 percent of the voting and nonvoting stock of
which is owned by a common parent corporation which
also has such ownership of the corporation with which
such transaction is had.

2.3.11. Transactions between a limited liability company and its.
member(s), provided the limited liability company has elected to file
as a Subchapter K entity under the Internal Revenue Code and that
such transaction(s) shall be treated the same as between a
partnership and its partner(s) as specified in subsection (E)(9) of this
section;

2.3.12. Receipts of refundable deposits, except that such deposits
when forfeited and taken into income of the business shall not be
excluded when in excess of $1.00;

2.3.13. Amounts collected for others where the business is acting as
an agent or trustee and to the extent that such amounts are paid to
those for whom collected. These agents or trustees must provide the
names and the addresses of the others and the amounts paid to
them. This exclusion shall not apply to any fees, percentages, or
other payments retained by the agent or trustees.

"Sell," "sale," and "to sell" include any transaction whereby, for any

consideration, title to cannabis is transferred from one person to another,
and includes the delivery of cannabis or cannabis products pursuant to an
order placed for the purchase of the same and soliciting or receiving an
order for the same, but does not include the return of cannabis or cannabis
products by a licensee to the licensee from whom such cannabis or
cannabis product was purchased.

3. Amount of Community Benefit Rate Payment.

3.1.

Retail. Permittee shall pay the County:
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3.1.1.In Year 2020, the greater of $600,000 or 8% of Gross
Receipts, to be paid in quarterly instaliments on April 30, July 30,
October 30, and January 30.

3.1.2. Subsequent years to be paid in quarterly installments on April
30, July 30, October 30, and January 30, as follows:

A. In Year 2021 the greater of $635,000 or 8% of Gross
Receipts;

B. In Year 2022, the greater of $665,000 or 8% of Gross
Receipts; » ,

C. In Years 2023 and 2024, the greater of $700,000 or 8%
of Gross Receipts.

4. Payment Location. Permittee shall make the Community Benefit Rate
Payment at the Offices of the County Treasurer-Tax Collector. The
Community Benefit Rate Payment may be paid in legal tender or in money
receivable in payment of taxes by the United States. The County Treasurer-
Tax Collector shall have the right to refuse the payment in coins. The
County Treasurer-Tax Collector may, in his or her discretion, accept
electronic funds transfers in payment of the Community Benefit Rate
Payment in the same way it would accept the payment of taxes in
accordance with section 2503.2 of the Revenue and Taxation Code.

5. Payment Due.

5.1. The Community Benefit Rate Payment shall be due and payable as
follows:

5.1.1. Permittee shall on or before the last day of the period
designated by and at the discretion of the County Treasurer-Tax
Collector, prepare and deliver a Community Benefit Rate Payment
statement to the County Treasurer-Tax Collector of the total gross
receipts and the amount of Community Benefit Rate Payment owed
for the preceding designated period. At the time the Community
Benefit Rate Payment statement is filed, the full amount of the
Community Benefit Rate Payment owed for the preceding
designated period shall be remitted to the County Treasurer-Tax
Collector.
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10.

5.1.2. Al Community Benefit Rate Payment statements shall be
completed on forms provided by the County Treasurer-Tax Collector.

5.1.3. Community Benefit Rate Payment statements and payments
for all outstanding Community Benefit Rate Payment owed the
County are immediately due to the County Treasurer-Tax Collector
upon cessation of business for any reason.

Payments and Communications Made by Mail-—Proof of Timely Submittal.
Community Benefit Rate Payments made shall be deemed timely if
submitted in accordance with Revenue and Taxation Code sections 2512
and 2513. '

Payment—When Deemed Late.

7.1. The Community Benefit Rate Payments requrired to be paid pursuant
to this Agreement shall be deemed late if not paid on or before the due date
specified in this Attachment E.

7.2. The County is not required to send a late or other notice or bill to the
Permittee.

Payment—Returned Checks. Whenever a check is submitted in payment
of and the check is subsequently returned unpaid by the bank upon which
the check is drawn, and the check is not redeemed prior to the due date,
the Permittee, in addition to the amount due, pay a return check fee as
established by the Board of Supervisors.

Payment —Interest on Late Payments. If Permittee fails to remit the
Community Benefit Rate Payment at the time due shall pay interest at the
rate of one-half of one percent per month or fraction thereof on the amount
of the Community Benefit Rate Payment, from the date on which the
remittance first became delinquent until paid. All such interest as accrues
shall become a part of the Community Benefit Rate Payment required to be
paid. Only payments for the full amount due shall be accepted. Partial
payments shall not be accepted.

Refunds.

10.1. Whenever the amount of Community Benefit Rate Payment or
interest has been overpaid, paid more than once, or has been erroneously
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collected or received by the County under this Agreement, it may be
refunded to the Permittee; provided, that a written claim for refund is filed
with the County Treasurer-Tax Collector within three years of the date the
Community Benefit Rate Payment was originally due and payable.

10.2. The County Treasurer-Tax Collector or the County Treasurer-Tax
Collector’s authorized agent shall have the right to examine and audit all the
books and business records of the Permittee in order to determine the
eligibility of the Permittee to the claimed refund. No claim for refund shall
be allowed if the Permittee refuses to allow such examination of Permittee’s
books and business records after request by the County Treasurer-Tax
Collector to do so.

10.3. In the event that the Community Benefit Rate Payment was
erroneously paid and the error is attributable to the County, the entire
amount of the Community Benefit Rate Payment erroneously paid shall be
refunded to the claimant. If the error is attributable to the Permittee, the
County shall retain the amount set forth in the schedule of fees and charges
established by resolution of the Board of Supervisors from the amount to be
refunded to cover expenses.

Audit and Examination of Records and Equipment.

11.1. The County Treasurer-Tax Collector shall have the power to audit
and examine all books and records of the Permittee, including both State
and Federal income tax returns, California sales tax returns, or other
evidence documenting the gross receipts of the Permittee, and, where
necessary, all equipment of Permittee, for the purpose of ascertaining the
gross receipts to determine the amount of Community Benefit Rate
Payment, if any, required to be paid by this Agreement, and for the purpose
of verifying any statements or any item thereof when filed by the Permittee.
If such person, after written demand by the County Treasurer-Tax Collector,
refuses to make available for audit, examination or verification such books,
records or equipment as the County Treasurer-Tax Collector requests, the
County Treasurer-Tax Collector may, after full consideration of all
information within his or her knowledge concerning the cannabis business
and activities of the person so refusing, make an assessment in the manner
provided in this Chapter of any Benefit Rate Payment estimated to be due.

11.2. Permittee shall keep and preserve, for a period of at least three
years, all records as may be necessary to determine the amount of the



UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 31

12.

13.

Community Benefit Rate Payment, which records the County Treasurer-Tax
Collector shall have the right to inspect at all reasonable times.

Deficiency Determination. If the County Treasurer-Tax Collector is not
satisfied that any statement filed as required under the provisions of this

- Agreement is correct, or that the amount of Community Benefit Rate

Payment is correctly computed, the Treasurer-Tax Collector-may compute
and determine the amount to be paid and make a deficiency determination
upon the basis of the facts contained in the statement or upon the basis of
any information in their possession or that may come into their possession
within three years of the date the Community Benefit Rate Payment was
originally due and payable. One or more deficiency determinations of the
amount of Community Benefit Rate Payment due for a period or periods
may be made. If Permittee discontinues the permitted commercial cannabis
activity, a deficiency determination may be made at any time within three
years thereafter as to any liability arising from engaging in such business
whether or not a deficiency determination is issued prior to the date the
Community Benefit Rate Payment would otherwise be due. Whenever a
deficiency determination is made, a notice shall be given to the Permittee
concerned in the same manner as notices under this Agreement.

Subsequently Enacted Tax. In the event Stanislaus County enacts a tax
applicable to the Project following the execution of this agreement,
Permittee's obligation to pay Community Benefit Rates under this Section
shall be reduced by the amount to which Permittee would be obligated to
pay under the subsequently enacted tax.

[End of Attachment D.]
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DocuSign Envalope ID: P730340E-11A3-48F 8-ABGE-B5AF@3ABFE10

STANDARD INDUSTRIAL/COMMERCIAL SINGLE-TENANT LEASE - NET
(DO NOT USE THIS FORM FOR MULTI-TENANT BUILDINGS)

1. Basic Provisi {“Basic Provisions"),

1.1 Parties: This Lease ("Lease"), dated for rel purp only April 315, 2020 .
Is made by and between DUKE THOMAS LEFFLER, TRUSTEE K PAULD ZAGARIS LEFFLER
,TRUSTEES OF THEIR RESPECTIVE TRUSTS. SEE PARA, BIA ("Lessor™)
and MDS BUSINESS SERVICES LILC.
MARK PONTICELLI AND MARLOWE MERCADO ("Lessee"),

(colleclively the "Parties," of individually a "Party™).
1.2 Premises: That certain real property, including all improvements therein or {0 be provided by Lessor under the terms of this Lease,

commonly known as {sireel address, clty, state, zip): 1119 1LONE PAIM AVE. .
MODESTO ca 85351
("Premises”). The Premises are jocated In the County of STANISLAUS , and are generally described as (describe briefly the
nature of the properly and, if applicable, the “Project”, if the property is localed within a Project): APPROX. 12,000 SQUARE FOOT
COMMERCIAL/INDUSTRIAL BUILDING SITUATED ON AN APPROX.29,620 SQUARE FOOT PARCEL.
. {See also Paragraph 2)
1.3 Term: i0 years and <] months (“Original Term") commencing Xepeposea SEE PARA. 51D
("Commencamant Date") and ending SEE PARM. 51D ("Expiration Data"), {See also Paragraph 3)
1.4 Early Possession: If the Premises ar¢ available Lessee may have non-exclusive possession of the Premises commencing
UPON CURRENT TENANT VACATING TEE PREMISES ("Early Possession Date”), (See also Paragraphs 3.2 and 3.3)
15 Base Rent: § 12,000.00 per manth ("Base Rent”), payable on the 7TH day of
esch month commencing SEE PARA. 51D
. (See also Paragraph 4)
@ I this box Is checked, there are provisions In this Lease for {he Base Renl to be adjusied, See Paragraph 52
1.6 Base Rentand Other Monies Paid Upon Execution:
{a) Base Rent: $ 12,000.00 for the period FIRST MONTH'S RENT.
(b} Security Deposit: $ 14,986.36 ("Security Deposit™). (See also Paragraph 5)
il oS () Association Fess: $ 380,00 for the period FIRST MONTE
G E (@) Other: $ 14,986.36 for FINAL MONTH'S RENT 0% b3
(Y]
77 / T | U ‘\

(e) Total Due Upon Execution of this Lease: $§ 42, 352,72 \
1.7 Agreed Use: AS APPROVED BY STANISLAUS COUNTY AND THE STATE OF CALIFORNIA.
. (See also Paragraph 6)

1.8 Insuring Party; Lesseris the "insuring Party” unless atherwise stated herein. (See also Paragraph 8)

1.9 Reat-Eotels-Brokors-{Sesnise-Paregraph-i5-ant-28}

(s) Rep i omi-Eaoh-Rary- dodh i -B-Di sarding-Ros-Colate-Agenay-elationsi d
4o-the ig-aganoy fr-thie-t vith-the-fellowing-roat-esisle-brekers-CBreker sy -andler-heiragents-{Agente)):
Lescore-Brokerage-Firm NONE
Hespsehe- te-the-brekar-alishooi-one): [ | thet ot [
LessocsAgant
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Argent-antthe-resoorstpent-fdoalagont-
o8 DS DS 08
s | ? /-
L5 PAGE 1 OF 19
INITIALS INITIALS
© 2019 AIR CRE. All Rights Reéserved. 8§TN-27.20, Revised 01-01-2018
PMZ Canunercial. 1120 Scenic Dr. Modesto CA 95350
Phone; 209,491 3414 Fax: 209.527.4820 Duke Leffier 11)9LoncPalmAve.

Producad with vipForm(® by zipLogi 1807 Fifean Mile Rond, Frasar, Michigan 45026 wew.riplogix.oom




UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 33

DocuSign Envelope ID: 9730340E-11A3-4BF8-AB6E-5AF93A9F610

i-ohaok-ore) | | thet [T soirthe-tossoo-and-ressoridua-agont
i
‘E]“" re-Agart Brot boith—he—tosoec'e
¥ gont-(eaiesp -Brok G
odei et vbotiPartiesrt el -povietheBrokarati
y g shol-poy 8
’ * ot ‘ o Sokthe

¥
1.10 Guarantor. The obligations of the Lessee under this Lease are to be guaranieed by MARK PONTICELLI AND MARLOWE

MERCADO, JOINTLY AND SEVERALLY. ("Guarantor"). (See also Paragraph 37)
1.41 Attachments. Attached hereto are the following, all of which constitute a part of this Lease:
[X] an A g of Paragrap 51 through 54 :

IZ, a plol plan deplcling the Premises;

IE a current set of the Rules and Regulations;
[ a Work Letter;

[X] other (specfy): OPTION TO EXTEND, FLOOR PLAN, PARKING DIAGRAM & CC&Rs, LESSEE MUST ADEERE TO TEE
RULES FOR THE "INDUSTRIAL BUSINESS PARK" AS DELINEATED YN THE CCERS. -

2. Premises.
2.1 Letting. Lessor hereby leases to Lessee, and | essee hereby leases from Lessor, the Premises, for the term, at the rental, and upon
all of the terms, covenants and conditions sel forth in this Lease. While the approximate square foolage of the Premises may have been used in

the marketing of the Pramises for p of the Base Rent stated herein is NOT tied to square footage and is not subject to
adjustment shou{d the aclual size be dalerrnlned to be differenL Note: Lessee 15 advised fo verify the actual slze prior to execuling this
Lease.

2.2 Condition. Lessor shall deliver the Premises fo Lessee hroom clean and free of debris on the Commencement Date or the Early
Possession Date, whichever first occurs ("Start Date™), end, so long as the required service 1 di ibed In Paragraph 7.1(b) below are
obtained by Lessee and In effect within thirty days foliowing the Start Date, warranis that the existing electical, plumbing, fire sprinkiar, lighting,
healing, ventliating and alr conditioning systems ("HVAC"), loading doors, sump pumps, If any, and all other such elements in the Premises. other
than lhose constructed by {.essee, shall be in good operaling condlition on said date, thet the structural elements of the roof, bearlng walis and
foundation of any buildings on the Premises (the “Building") shall be free of maierial defects, and thal the Premises do not contain hezardous
levels of any moki or fungi defined as ioxic under applicable state or federal law. If @ non-compliance with said wamenty exists as of the Starl
Date, or If one of such syslems or elements should malfunction or fail within the eppropriate warranty period, Lessor shall, as Lessors sole
obligation with respect lo such matier, excepl as ofherwise provided In this Lease, promptly efter receipt of written notice from Lessee setting forth
with spedificity the nature and exlent of such non-compliance, mafunction or fallure, rectify same et Lessor's expense. The warranty periods shall
be as folows: (i) 8 months as to the HVAC systems, and (ii) 30 days as lo the remaining sysiems and other elements of the Building. If Lessee
does nol give Lessor the required notice within the appropriate warranty period, correclion of any such non-complience, malfunction or failure
shall be the obligation of Lessee at Lessee's sole cost and expense. Lessor also warants, thal unless otherwise specified In writing, Lessor is

unaware of (i) any recorded Notices oT Default ing the Premise; {if) any deling amounts due under any loan sscured by ithe Premises;
and (iil) any bankruptcy pr ding g the P :
2.3 Compllance. Lessor warrants that to the best of its k ge the imp ts on the Premlses comply wilh the bullding codes,

applicable laws, or iclions of record, and ordi {"Appl le Requir ) that were in effect al the time thal
each Improvement, or porfion thereof, was constructed. Said wamanty does not apply to the use lo which Lessee will pul the Premises.
modlfications which may be required by the Americans with Disabllities Acl or eny simller lews as e result of Lessee’s use (see Paragraph 50}, or
to any Allerations or Utility Installations (as del'lned In Paragraph 7.3(a)) made or o be made by Lessee. NOTE: Lessee is responsible for
determining whether or not the Applicabl , and especially the zoning, are appropriate for Lessee's Intended usa, and
acknowledpes that pest uses of lha Pramises muy no lcngor ba allowad If the Premises do not comply with said warranty, Lessor shall,
except as otherwise provided, promplly after receipt of written notice from Lessee selling forth with specificily the nature and exlent of such
non-compliance, rectify the same al Lessor's expenss. If Lessee does not give Lessor wiitten notice of a non-compliance with this warranty within
6 months following the Start Date, correction of that non-compliance shall be the obligalion of Lessee at Lessee's sole cost and expense, I the
Applicable Requirements are hereafter changed so as to require during the term of this Lease the construction of an addillon to or an altereflon of
the Premises and/or Building. the remediation of any Hazard b , or the reinforcement or other physical. modification of the Unit,
Premises and/or Building ("Capital Expenditure”™), Lessor and Lessee shall allocate the cosl of such work as follows:

{a) Subject to Paragraph 2.3(c) below, if such Capital Expendilures are required as & result of the specific end unique use of the
Premises by Lessee as compared with uses by tenanis in general, Lesses shall be fully responsible for the cost thereof, provided, however that if
such Capital Expenditure is required during the last 2 years of this Lease and the cost thereof exceeds 8 months® Base Renl, Lesses may instead
terminate this Lease unless Lessor nofflies Lessee, in writing, within 10 days afler receipt of Lessee's termination nolice that Lessar has elecled
to pey the difference between lhe actual cos! thereof and an emount equal to 8 months' Base Rent. If Lessee elacls termination, Lessee shall
Immedlately cease the use of the Premises which requires such Capltal Expenditure and deliver to Lessor wrillen notice specifying a lenmination
date at ieast 80 days therealter. Such termination date shall, however, In no event be earller than the last day that Lessee could lagalty utllize the

Premi D\glthoutu ing such Capital Expenditure. ps DS
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(b) If such Capilal Expenditure Is not the result of the specific and unique use of the Premises by Lessee (such as, governmentally
mandaled seismic modifications), then Lessor shall pay for such Capilal Expendilure and Lessee shall only be obligaled to pay, each month
during the remainder of the term of this Lease or any extension thereof, on the dale thal on which the Base Rent is due, an amount equal to
1/144th of the porfion of such cosls reasonably atiributable {o the Premises, lessee shell pay Interest on the balance but may prepey lts
obligation al any lime, If, however, such Capital Expendilure is required during the lasl 2 years of this Lease or if Lessor reasonably delemmines
that It is nol economilcally feasible lo pay s share thereof, Lessor shall have the option to terminate this Lease upon 90 days prior written notice
lo Lesses unless Lessee notifies Lessor, in wiiting, within 10 days sfier receipt of Lessor’s termination nolice thal Lessee will pay for such Capital
Expenditure. If Lessor does nol elect to terminate, and falls 1o tender Its share of any such Capltal Expendilure, Lessee may advance such funds
and deduct same, with Interesl, from Reni until Lessor's share of such cosis have been fully paid. If Lessee is unable to finance Lessor's share,
or if the balance of the Rent due and payable for the remainder of this Lease is not sufficient to fully reimburse Lesses on an offset basis, Lessee
shall have the right to terminale this Lease upon 30 days wrilien nolice to Lessor.

{c) Notwithstanding lhe above, the provisions ing Capilal Expendi are inlended 10 apply only o non-voluntary,
L ted, and new App Requir If the Capital Expenditures are Instead triggered by Lessee as e resull of an actual or proposed
change in use, change in Intenslty of use, or modificatlon 1o the Premises then, and In that event, Lessee shall efther: {I) Inmedlately cease such
changed use or Inlenslly of use andior take such other steps as may be necessary to aliminate the requirement for such Capital Expenditure, or
(li) complele such Capital Expanditure al iz own expense, Lessee shall not, however, have any right to terminate this Lease.

24 Ack ledg its, Lessee acknowledges that: (a) it has been given an opporlunity to inspect and measure the Premises, (b)
it has been advised by Lessor and/or Brokers 1o salisfy itself wilh respect 1o the size and condition of the Premises (including bul not limiled fo the
elecirical, HVAC and fire sprinkler sy , security, i | asp and complisnce with Applicable Requi and the Ameni

with Disabilifles Act), and thelr suilability for Lessee's Inlended use, {c) Lessee has made such Investigalion as it deems necessary with reference
to such matters end assumes all responsibility therefor as the same relate to Its occupancy of the Premises, (d) it Is not relying on any
representation as lo the size of the Premlses made by Brokers or Lessor, {e) the square footage of the Premises was nol material to Lessee's
decision {o lease the Premises and pay the Rent siated herein, and (f) nelther Lessor, Lessor's agents, nor Brokers have made any oral or written
representations or warranties with respect to said matters olher than as set forth in this Lease. In addition, Lessor acknowledges that: (i) Brokers

have made no rep i promises or ies conceming Lessee's abiity to honor the Lease or suitability to occupy the Premises, and
(i) it is Lessor's sole resy ibility to i tigate the fi ial capability and/or suitability of all proposed tenants.

2.5 Lessee as Prior OwneriOccupant. The warranties made by Lessor in Paragraph 2 shell be of no force or effect if immedialely
prior to the Siart Dale Lessee was the owner or occupsnt of the Premises. In such event, Lesses shali be responsible for sny 4
corrective work.
3. Term.

31 Term. The Cor Date, Exgiration Date and Original Term of this Lease are as specified in Paragraph 1.3.

3.2 Early Possession, Any provision herein granting Lessee Early Possession of the Premises is subject to and conditioned upon the
Premises being table jor such p jon prior to the Commencement Date. Any grant of Early Possession only conveys a non-exclusive
right to oocupy the Premises. If Lessee lotally or partially occupies the Premises prior to the C t Date, the ion to pay Base
Renl shall be abated for the period of such Early Possession, All other lerms of this Lease (including but not limiled to the obligations lo pay Real
Property Taxes and | premi and to maintain the Premises) shall be In effect during such period. Any such Early Possesslon shall not
affect the Expiration Date,

3.3 Delay In Possession. Lessor agrees lo use s best commercially reasonable efforts to deliver possession of the Premises to
Lessee by the Commencement Date. If, despite said efforts, Lessor is unable to deliver possession by such dale, Lessor shalt not be subject to
eny liabllity therefor, nor shall such faliure affect the validity of this Lease or change the Explration Defe. Lessee shell not, however, be obligaled
to pay Renl or perfonn ils oiher obligati until Lessor deli p ion of the Premi and any period of rent abalement thal Lessee would
otherwise have enjoyed shall run from the dale of delivery of possession and continue for a pericd squal to what Lessee would otherwise have
enjoyed under the terms hereof, but minus any days of delay caused by the acts or omissions of Lessee, if possession is nof deliverad within 80
days afler the Commencement Dale, as the same may be exlended under the terms of any Work Letter executed by Parties, Lessee may, at ils
opfion, by nollce In writing within 10 days after the end of such 60 day perlod, cancel this Lease, In which event the Partles shall be discharged
from all obligations hereunder. if such witten nofice |s not received by Lessor wilhln said 10 day period, Lessee's right to cancel shall terminate. §

p of the Premises is not deli d within 120 days after the Commencement Date. this Lease shall terminale unless other agreements
are feached between Lessor and Lessee, In wriling.
34 Lessee Compliance. Lessor shall nol be required to deliver p ion of lhe F j 1o Lessee until Lessee complies wilh its

oblipation lo provide evidence of insurance (Paregreph 8.5). Pending delivery of such evidence, Lesses shall be required to psriorm all of its
obligations under this Lease from and afler the Starl Dale, including the paymeni of Rent, notwithstanding Lessor's election to withhold
possession pending receipt of such evidence of insurance. Further, if Lessee is required to perform any other conditions prior lo or concurrent
with the Starl Date, the Start Date shall occur but Lessor may elect to withhold possession until such conditions are salisfied.

4. Rent.

4.1 Rent Defined, All monetary obligations of Lessee to Lessor under the lerms of this Lease (excepl for the Security Deposit) are
deemed to be rent ("Rent").

4.2 Payment. Lessea shali cause payment of Renl 1o be received by Lessor in lewful money of the United States, withotit offset or
deduction (except as specifically permitied in this Lease), on or before the day on which if is due. All monetary amounts shell be rounded to the
neares| whole dollar. In the evenl that any invoice prepared by Lessor is inaccurate such inaccuracy shall not constitule a waiver and Lessee
shall bé obligated to pay the amount sel forth in this Lease. Rent lor any period during the temm hereol which is for léss thanr one full calendar
month shall be prorated based upon Lhe aclusl number of days of said month. Paymenl of Rent shall be made to Lessor at ila address staled
hereln or 1o such other persons or place as Lessor may from time to time designate in writing. Acceptance of a payment which is less than the
amount then due shall not be a waiver of Lessor's rights lo the balance of such Rent, regardless of Lessor's endorsement of any check so staling.
In the event that eny check, draft, or other instrument of payment given by Lessee to Lessor is dishonored for any reason, Lessee agrees o pay
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to Lessor the sum of $26 in addilion to any Lale Charge and Lessor, al ils option, may require all future Rent be pald by cashiers check.
Payments will be applied first to accrued late charges and attorney's fees, second to accrued interest, then to Base Rent, Insurance and Real
Properly Taxes, and any remaining amount to any other cutstanding charges or costs.

43 Assoriation Fees. In addition fo the Base Rent, Lessee shall pay fo Lessor each month an emount equal to any owner's

associalion or condominium fees levied or against the Premi Seid monies shall be paid at the same time and in the same manner
as the Base Rent.
5. Security Deposit. Lesses shall deposit with Lessor upon execution hereof the Secunty Deposit as security for Lessee's falthful

performence of its obligations under this Lease. if Lessee falls fo pay Rent, or otherwise Defaults under this Lease, Lessor may use, apply or
relain all or any porlion of said Security Deposit for the payment of any amount already due Lessor, for Rents which will be due in the fulure, and/
or lo reimburse or compensale Lessor for any liabilily, expense, loss or demage which Lessor may suffer of incur by reason thereof. If Lessor
uses or applies all or any porlion of the Securily Deposil, Lesses shall within 10 days after writlen request therefor deposil monies with Lessor
sufficient 1o restore said Security Deposit to the full amount required by this Lease. If the Base Rent increases during the term of this Lease,
Lessee shall, upon written request from Lessor, deposit addilional monies with Lessor so thaf the tolal amount of the Security Deposit shalt a1 all
times bear the same proportion lo the Increased Base Rent as the Initiel Security Deposﬂ bore to the inltial Base Rent. Should the Agreed Use be
ded 1o daie a rial change In the business of Lessee or to 8 subl or assignee, Lessor shall have the right
to increase the Securily Deposil to the exient necessary, in Lessor's reasonable judgment, to account for any increesad wear and tear that the
Premises may suffer as a resull thereof. If a change in control of Lessee occurs during this Lease end following such change the financial
condition of Lessee is, in Lessor's reasonable judgment, significantly reduced, Lessee shall deposil such addilional monies wilh Lessor as shall
be sufficient to cause the Security Deposit to be at a commercially reasonable level based on such change in financial condition. Lessor shall not
be required to keep the Security Deposil separate from Hs general accounls. Within 80 days after the expiration or fermination of this Lease,
Lessor shall return that portion of the Security Deposit nol used or applied by Lessor. Lessor shall upon written request provide Lessee with an
accounting showing how lhal portion of the Security Deposit that was not relumed was applied. No part of the Security Deposit shall be
considered lo be held in trusl, to bear interest or to be prepayment for any monies to be paid by Lessee under this Lease. THE SECURITY
DEPOSIT SHALL NOT BE USED BY LESSEE IN LIEU OF PAYMENT OF THE LAST MONTH'S RENT.
8. Use. -

6.1 Use. Lesses shall use and occupy the Premises only for the Agreed Use, or any offier legal use which Is reasonably comparable
thereto, and for no other purpose. Lessee shali nof use or permit the use of the Premises in @ manner that is unlawful, creates damage, waste or
a nuisance, or hal disturbs occupants of of causes d to neigh or properties. Other than guide, signal and seeing eye dogs,
Lessee shall nol keep or allow In the Premises any pels, animals, blrds ﬁsh or repflles. Lessor shall not unreasonably withhold or delay its
consent 1o any request for a modification of the Agreed Use, so long as the same will nol impair the struciural integrity of the improvements on the
Premises or the mechanical or electrical systems therein, and/or is not significantly more burdensome to the Premises, If Lessor elects to withhold
conseni, Lessor shall wilhin 7 days after such request give writlen notification of same, which nolice shall include an explenation of Lessor's
objections to the change In he Agreed Use.

6.2 Hazardous Substances.

{a) Reportable Uses Require Consent. The ferm “Hazardous Substance” as used in this Lease shall mean eny product,
substance, or wasle whose presance, use, manufaclure, disposal, lransporiation, or release, eilher by ilself or in combination with other malserials
expected 1o be on the Premises, is either: (i) potentially injurious to the public health, safety or welfare, the environmenl or the Premises, (i)
regulated or monitored by any governmental authority, or (i) & besis for potential liabllity of Lessor to eny govemmenta! agency or third party
under any applicable slatute or common faw theory. Hazardous Substances shall include, bul not be Ikmited to, hydrocarbons, petroleum,
pasoline, andlor crude oil or any products, by-products or fractions thereof. Lessee shall not engage in any activity in or on the Premises which
constitutes & Reporiable Use of Hazardous Substances without the express prior written consent of Lessor and timely compliance (at Lessee's

p ) with all Applicable Req "Reportable Use" shall mean (i) the inslallation of use of any above or below ground storage tank,
(ii) the generation, posssssion‘ slorage, use, ransportation, or disposal of a Hazardous Substance thal requires a permit from, or with respact to
which a repor, notice, reglsiration or business plan Is required to be filed with, any governmenial authority, and/or (fii) the presence at the
P of 8 Hi d Subst wilh respec fo which any Applicable Requirements requires thet a notice be given 1o persons entering or
occupying the Premises or nelghboring properties. Notwithstanding the foregoing, Lessee may use any ordinary and customary materials
reasonably required to be used In the normal course of the Agreed Use, ordinary office supplles (copler loner, liquid paper, glue, ete) and
common household cleaning materials, so long as such use is in pli with all Appli is nol a Reportable Use, and does
ol expose the Premises or neiphboring property 1o any meaningful risk of contamination or damage or expose Lessor to any liability therefor. In
addition, Lessor may condition its consent to any Reportable Use upon receiving such addrllonal assurances as Lessor reasonably deems

necessary to protect itsell, the public, the Premises end/or the envi it agams( ination, injury and/or liabllity, including, but
nol limited lo, the instailalion {(and removal on or before iease i or inati of pr ive modifications (such es concrete
and/or | 1g the Security Deposit.

{b) Duty to Inform Leasor. H Lessee knows, or has reasonable cause to believe, that a Hazardous Substance has come o be
located in, on, under o about the Premises, other than as previously consented 1o by Lessar, Lessee shall Immediately give writien notice of such
fact to Lessor, and provide Lessor with a copy of any reporl, notice, claim or other documentation which it has conceming the presence of such
Hazardous Substance.

(c) Lessee Remedlation. Lessee shall not cause or pesmit any Hazardous Substance lo be spilled or released in, on, under, or
about the Premises {including through the plumbing or sanitary sewer sysiem) and shall promplly, af Lessee's axpense, comply with all Applicable

Requirements and take all i igatory and/or r dial action y recommended, whsther or not formally ordered or required, far the
cleanup of any contamination of, and for the malntsnance, securlty and/or monltorlng of the Premises or neighboring properties, that was caused
or materially contribuied to by Lessee, or pertaining o or ing any F St brought onto the Premises during the lerm of this
Lease, by or for Lessee, or any third party.
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(d) Lessee Indemnification. Lessee shall indemnlfy, defend and hoid Lessor, its agenls, employees, lenders and ground lessor,

If any, harmless from and agslnst any and all loss of rents and/or liabilities, Judg . claims, exp p ies, and attomeys' snd
consultants’ fees arising oul of or Involving any Hazardous Subslance brought onto the Pramises by or for Lessas, or any third party (provided,
however, that Lessee shall have no liabllily under this Lease with respect lo underground migratlon of any Hi d Sub under the

Premises from adjacent properties not caused or contributed to by Lessee). Lessee's obligations shall include, but nol be limited 1o, the effects of
any contamination of injury lo person, properly or the environment created or suffered by Lessee, and the cosl of investigation, removal,
remediation, restoration and/or abatement, and shall survive the expiration or termination of this Lease. No terminatlon, cancellation or release
agreement entered Into by Lessor and Lessee shall release Lessee from Its obligations under this Lease with respect to Hazardous
Substances, unless spacifically so agreed by Lessor in writing at the time of such agreement.

(e) Lessor Indemnlfication. Except as otherwise provided In paragraph 8.7, Lessor and Its successors and assigns shall
indemnify, defend, reimburse and hold Lessee. s employees and lenders, harmiess from and against any and all environmental damages,
Including the cost of remediation, which result from Hazardous Substances which existed on the Premises priof to Lessee's occupancy or which
are.caused by Lhe gross negligence or willful mi duct of Lessor, ils agents or employees. Lessor's obhgallons, as and when required by the

Applicable Reguirements, shall include, but not be limited lo, the cost of invesligation, removal, di andfor and
shall survive the expiration or termination of lhis Lease,
(D Investigati and R Lessor shall retain the responsibility and pay for any i i or r
quired by go tal entities having [urisdiction with respact to the existence of Hazardous Substances on the Premises prior to

Lessee's occupancy, unless such remediation measure Is required as a result of Lessee's use (including "Alterations”, as defined in paragraph
7.3(a) below) of ihe Premises, in which eveni Lesses shall be responsible for such payment. Lessee shall cooperate fully In any such activities st
the requesl of Lessor, including allowing Lessor and Lessur‘s agents to have reasonable access to the Premises at reasonable times In order {o
carry oul Lessor's ir igative and r dial responsibilities.

(g) Lessor TermlInation Option. If a Hazardous Substance Condition (see Paragraph 8.1(e)) occurs during the term of this Lease,
unless Lessee is legally responsible therefor (in which case Lessee shall make the i ion and r diation thereol requil by the
Applicable Regquirements and this Lease shall conlinue In full force and effect, but subject to Lessor's rights under Parsgraph 6.2(d) and
Paragraph 13), Lessor may, al Lessor's opflan, either (i) invesfi and iate such | Substance Condltion, if required, as soon as
reasonably possible at Lessor's expense, in which event this Lease shall continue In full force and effect, or (il) if the estimated cost to remediate
such condition exceeds 12 imes the then monthly Base Rent or $100,000, whichever Is grealer, give written notice to Lessee, within 30 days afier
receipt by Lessor of knowledge of the occurrence of such Hazardous Substance Condition, of Lessor's desire 1o lerminate this Lease as of the
date B0 days fallowing the dale of such natice. In the event Lessor elecis to give a terminalion notice, Lessee may. within 10 days thereafier, give
wiitten notice to Lessor of Lessee's commiiment to pay the amount by which the cost of the iation of such } d Condilion
excesds an amount equal to 12 times the then monthly Base Rent or $100,000, whichever is grealsr. Lessee shall provide Lessor wilh said funds
or salisfaclory sssurance thereof within 30 days following such commliiment. In such event, this Lease shall conlinue in full force and effect, and
Lessor shall proceed fo make such iation as soon as f bly possible efier the required funds are avallable. If Lessee does not give
such notice and provide the required funds or assurance thereof within the time provided, this Lease shall terminate as of the date specified In
Lessor's natice of temmination.

63 Lessee's Compli with Appiicable Requir Excepl as otherwise provnded in this Lease, Lessee shall, al Lessee's
sole expense, fully, diligenlly and in a timely manner. materially comply with all Applicable Reg| the requi its of any appli fire
insurance underwriler or rating bureau, and ihe recommendations of Lessor's anglneers and/or consuilanis which relale in any manner lo the
Premises, wilhout regard lo whether sald Applicable Requirements are now in effec or become effactive afler the Starl Dale. Lessee shall whhln
10 days after receipl of Lessor's wnt(sn requast, provide Lessor wilh coples of all permits and ofher d: and other
Lessee's pliance with eny App Requl specified by Lessor, and shall immediately upon recelpl, notify tessor In witting (with
coples of any documenis Involved) of any threatened or actual claim, nofice, citation, waming, complalnl or repost pertaining to or involving the
failure of Lessee or the Premises to comply with any Applucable Requirements, Likewise, Lessee shall immediately give writlen notice 1o Lessor
of. {i) any water damage to the Premises and any poaling, damp of olher condilion conducive to the production of mold;
or (i) any mustiness or other odors that might indicate the presence of mold in the Premises. In addition, Lessee shall provide copies of all
relavant material safety data sheets {MSDS) to Lessor within 10 days of the receipt of a written request therefor. in addition, Lessee shall provide
Lessor with copies of ils business licenss, certificate of occupancy and/or eny stmilar document within 10 days of the recelpl of & writlen requast
therefor.

8.4 Inspection; Compliance, Lessor and Lessor's "Lender" (as defined in Paragraph 30) and ized by Lessor shall
have the right to enter into Premises al any lime, In the case of an emargency, and olherwise at reasonable times after reasonable nolice, for the
purpose ol inspecting and/or tesling the condition of the Premises and/or for ifying p by Lessee with this Lease, The cost of any such
inspections shall be paid by Lessor, unless & violation of Applicable Req i1, or & H d Sub Condition (see paragraph 9.1) is
found to exist or be imminent, or the inspeclion is requesied or ordersd by a govemmental authorify, In such case, Lessee shall upon request
reimburse Lessor for the cost of such Inspection, so long &85 such inspeclion is reasonably related (o the viclation or contamination. In addition,
Lessee shall provide coples of al relevant material sefety dste sheets (MSDS) to Lessor within 10 days of the recalpt of a wiitien request therefor.
Lesses acknowledges that any fallure on its part to allow such inspections or testing will expose Lessor to risks and potenilally cause Lessor to
incur costs not contemplated by this Lease, the exient of which will be extremely difficult to ascertaln. Accordingly, should the Lessee fall to allow
such Inspections and/or testing in a timely fashion the Base Rent shali be automatically increesed, without any requirement for natice to Lesses,
by an amount equal to 10% of the then existing Base Rem or $100, whichever is grealer for the remainder to the Lease, The Parties agree that
such increase in Base Rent rep fair and r [ jan for the additional risk/costs that Lessor will incur by reason of Lessee's
failure to allow such Inspaction and/or testing. Such Increase In Base Rent shall in no event constitule a walver of Lessee's Default or Breach with
respect {o such fallure nor prevent the exercise of eny of the other rights and remedies granied hereunder.
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7. | ; Repairs, Ulility | llations; Trade Fixtures and Alterations.
7.1 Lessee's Obligations.

(2) In General. Subject to the provisions of Paragreph 2.2 (Condition), 2.3 (Compliance), 8.3 {Lessee's Compliance with Applicable
Requiraments), 7.2 {Lessor's Obligations), © (Damage or Destruclion), and 14 (Condemnation), Lessee shall, sl Lessea's sole expense, keep lhe
Premises, Ulility Instaltations (| ded for Lessee's exclusive use, no matter where localed), and Allerations in good order, condition and repair
(whether or not the portion of the Premises requiring repairs, or the means of repairing the same, are reasonably or readily accessible lo Lessee,
and whether or not the need for such repairs occurs as e result of Lessee's use, any prior use, the elements or the age of such portion of the
Premises), including, but not fimiled to, all equipment or facilities, such as plumbing, HVAC equipment, elsctrical, lighting faciliies, boilers,
pressure vessels, fire protection system, fixtures, walls (interior and exterior), foundallons, cellings, roofs, roof drainage systems, fioors, windows,

doors, plate glass, skylighls, landscap d ys, parking lots, fences, retaining walls, signs, sidewalks and parkways located in, on, or
adjacent to the Premisas. Lessee, In keeping the Premises In good erder, condillon and repalr, shall exercise and perform good mainienance
praciices, specifically including the prt i and of the service contracls required by Paragraph 7.1(b) below, Lessee's

obligations shall include restorations, replacements or renewals when necessary {o keep the Premises and all improvemenis thereon or a parl
thereof in good order, condition and state of repair. Lessee shall, during the tenm of this Lease, keep the exierior appearance of the Building In a
first-class condition (including, e.g. graffitl removal) conslistent with the exterlor appearance of other simfiar faclitles of comparable age and size In
the vicinity, induding, when necessary. the exterior repainting of the Bullding.

(b) Service Contracts. Lessee shall, at Lessee's sole expense, procure and maintain contracts, with coples to Lessor, In

y form and su ¢ for, and with contractors sp izing and experienced in the mai of the i Quif t and
improvements, if any, if and when installed on the Premises: (i) HVAC equipment, {ii) boiler, and pressure vessels, (i) fire extinguishing syslems,
including fire alarm and/or smoke detection, () landsceping and irrigatian systems, (v) roof covering and dreins, and (vi) darifiers. However,
Lessor reserves tha right, upon notice {o Lessee, to procure and maintain any or all of such service contracls, and Lessee shell reimburse Lessor,
upon demand, for the cost thereaf, .

(€) Fallure to Perform. I Lessee falls fo perform Lessee's obligations under thls Paragraph 7.1, Leéssor may enter upon the
Premises aftar 10 days' prior wriften nofice to Lessee (excep! in lhe case of an emargency, in which case no nofice shall be required), perform
such obligations on Lessee's behalf, and pul the Premises in good order. condltion and repair, and Lessee shell promplly pay to Lessor a sum
equal to 115% of the cost thereof.

(d) Replacement. Subject to Lessee's indemnification of Lessor as set forth in Paragraph 8.7 below, and without refieving Lessee
of liability resulting from Lessee's failure lo exercise and perform good maintenance practices, if an ilem described in Paragraph 7.1({b) cannol be
repaired other than al & cost which is in excess of 50% of the cost of replacing such item, then such ilem shall be replaced by Lessor, and the
cosl thereof shall be proraled between the Parties and Lessee shall only be obligated o pay, each month during the remainder of the lerm of this
Lease, on the date on which Base Renl is due, an Bmount equal to the product of mulliplying the cos| of such replacement by a fraction, the
numerator of which is one, and the denominalor of which is 144 (la. 1/144th of the cost per month). Lessee shall pay Interest on the unemortized
batance but may prepay ils obligation al any lime.

7.2 Lessors Obligations, Subject to the provisions of Paragraphs 2.2 (Condition}, 2.3 (Compliance), @ {Damage or Destruction) and
14 (Condemnation), it is inlended by the Parlies hereto that Lessor have no obligation, in any manner whalsoever, to repair end maintsin the
Premises, of the equipment therein, all of which obligations are intended lo be thal of the Lessee. ILis the inlention of the Parties (hat the terms of
this Lease govern the respective obligations of the Parties as to mainlenance and repair of the Premises,

7.3  Utllity 1 lons; Trade F ; Alterations.
(4) Definitions. The term "Utlilty Installations" refars 1o all floor and window coverings. alr and/or vacuim lines. power panels,
elactrical distribulion, securily and fire p ion sy ) cabling, lighting fixiures, HVAC equipment, plumbing, and fencing in or

on the Premises. The term "Trade Fixtures” shall mean Lessee’s machinery snd equipment that cen be removed without doing materiat damage
to the Premises, The lemn "Alteratlons™ ghall mean any modification of the improvements, other than Ulility Installations or Trade Fixures,
whelhsrt by addilion or deletion, "Lessee Owned Alterations and/or Utility Installations” sre defined as Alterations and/or Ulility installalions
made by Lessee that are not yet owned by Lessor pursuant to Paragraph 7.4(a).

(b) Consent. Lessee shall not make any Alteratlons or Utility Insfallations to the Premises without Lessor's prior written consent.
Lessea may, however, make non-struciural Alterations or Utility Instaliations to the Interior of the Premises (excluding the roof) without such
consent bul upon notice to Lessor, as fong as they are nol visible from {he outside, do nol involve puncturing, relocating or removing the roof or
eny existing walls, will not affect the electrical, plumbing, HVAC, and/or life safety systems, do not trigger the reguirement for addltional
modlfications and/or improvements fo the Premises resulling from Applicable Req e, such as pil y with Title 24, and the cumulative
cosl thereol during this Lease as extended does not exceed a sum equal o 3 month's Base Rent In the aggregale or a sum equal to one month's
Base Rent In any one year. Notwithstanding the foregoing, Lessee shall not make or permil any roof penetrations and/or install anylhing on the
roof without the priar wrillen approval of Lessor. Lessor may, s a precondition o granting such approvali, require Lesses lo ulilize a conlractor

chosen and/or approved by Lessor. Any A i or Ulifity ions that Lessee shall desire to make and which require the consent of the
Lessor shall be presented to Lessor in writlen form with detalled plans. Consent shall be deemed conditioned upon {essee's: (i) acquiring alt
applicable governmental permils, (if) furnishing Lessor with coples, of both the permilts end the plans and sp i prior to of

the work, and (iliy compliance with all conditions of said permits and other Applicable Requirements in a prompt and expeditious manner, Any
Alterations or Utility Instaliations shall be performed in a workmanlike manner with good and sufficien! malerials. Lessee shall prompily upon
completion fumish Lessor with as-built plans and specifications, For work which costs an amount in excess of one month's Base Rent, Lessor
may condition its consent upon Lessaee providing 2 lien and complation bond in an amount equel lo 150% of the esti d cost of such Alterati
or Utillty Installation and/or upon Lessee's posting an additional Security Deposit with Lessor.

(c) Llens; Bonds. Lessae shall pay, when due, all clalms for labor or materials furnished or alleged to have been fumished to of
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for Lessee at or for use on the Premises, which claims are or may be secured by any mechanic's or materislmen's lien agalnst the Premises or
any interes! therein. Leasee shall give Lessor not less than 10 days nolice prior 10 the commencement of any work in, on of aboul the Premises,
and Lessor shall have the right to post nolices of non-responsibliity. If Lessee shall contest the validily of any such lien, cleim or demand, then
Lessee shal. at lts sole expense defend end protect Itself, Lessor and the Premises agalnst the same and shall pay and satisfy any such adverse
Judgment thet may be rendered thereon before the enforcement thereof. If Lessor shall require, Lessee shall furnish a surety bond in an amount
equal to 150% of the amount of such contested lien, claim or demand, indemnifying Lessor againsl liabiiity for the same. if Legsor elecls lo
pariicipate in any such action, Lessee shall pay Lessor's allomeys’ fess and cosls,

74 Ownership; Removal; Surrender; and Restoration.

(a) Ownership, Subject to Lessor's right to require removal or elect ownership as hereinafler provided, all Allerations and Utility ~ _
Instalialions made by Lessee shall be the property of Lessee, but considered a part of the Premises, Lessor may, al any time, elecl in writing io
be the owner of all or any specified pan of the Lessee Owned Allerations and Ulility inslallalions. Unless otherwise instrucled per paragraph
7.4(b) hereof, all Lesses Owned Alteralions and Ulility Installations shall, al the expiration or termination of this Lease, become the property af
Lessor and be surrendered by Lessee with the Premises,

(b) Removal. By delivery to Lessae of written nofice from Lessor not earier than 90 and not later than 30 days prior to the end of
the term of this Lease, Lessor may require that any or all Lessee Owned Allerations or Ulility | be d by the exp Y or
termination of this Lease. Lessor may require the removel at any time of all or any part of any Lessee Owned or Utility
made withou the required consent.

(c) Surrender; Restoration. Lesses shall surrendar the Premises by (he Expiration Date or any earlier termination date; with all
of the improvements, parts and surfaces thereof broom tlean and free of debris, and in good operating order, condition. and -state of repeir,
ordinary waar and tear excepted. "Ordinary weer and tear" shall nol include any damege or deteroration that would have been prevented by good
mainenance practica. Notwithstanding the foregoing and the provisions of Paragraph 7.1(a), if the Lesses occupies the Premises jor 12 moaths
or less, then Lessee shall suwender the Premises In the same condition as defivered to Lessee on the Start Date with NO allowance for ordinary
weer and tear. {essee shall repair eny damage occasioned by the | flation, maintenance or removal of Trade Fixtures, Lessee owned
Allerations and/or Utility Installations, furnlshings, end equipment as well as the removal of any storage lank instelled by or for Lessee, Lessee
‘shall remove from the Premises any and all Hazardous Substances broughl onlo the Premises by or for Lessee, or any third parly (except
Hazardous Sub which were deposited via underg d migration from areas outside of the Premises) lo |he level specified in Applicable
Requirements. Trade Fixtures shal remain the properly of Lesses and shall be removed by Lessee. Any personal properly of Lessee nol
removed on or before the Expiration Dale or any earlier termination dale shall be desmed 10 have been abandoned by Lessees and may be
disposed of or retalned by Lessor as Lessor may desire. The fallure by Lessee to timely vacate the Premises pursuant 1o this Paragraph 7.4(c)
without the express writlen consent of Lessor shalt constitite a holdover under ihe provisions of Paragraph 26 below,

8. Insurance; indemnity.

8.1 Payment For Insurance, Lessee shall pay for sll insurance required under Paragraph 8 except o the extenl of the cost
attributable to liability insurance caried by Lessor under Paragraph 8.2(b) in excess of $2,000,000 per occurrence, Premiums for policy periods
commencing prior 1o or extending beyond the Lease term shall be prorated to comespond to the Lease term. Payment shalf be made by Lessee lo
Lessor within 10 days lollowing receipt of an invoice,

8.2 Liabliity Insurance.

(e) Carrled by Lessee, Lessee shall obtain and keep In force a Commercial General Liabillty policy of insurance protecting
Lessee and Lessor as an additional insured against claims for bodily injury, personal injury and property damage based upon or arising out of he
ownership, use, occupanty of maintenance of the Premlises and all areas appurtenant therelo. Such Insurance shall be on an occirrence basls
providing eingle limit coverage in an amouni nol less than $1,000,000 per occurence with an annual aggregate of not less than $2,000,000,
Lessee shall add Lessor as an additional insured by means of an endorsement at least as broad as the Insurance Service Organization's
“Additional Insured-Managers or Lessors of Premises”™ Endorsement. The policy shak nol contain any intra-insured exclusions as belween insured
persons or organizations, but shall Include coverage for liability assumed under fhis Lease as an " d tract” for lhe per of
Lessee's Indemnity obligations undaer this Lease. The limits of sald Insurance shall not, however, limit the liabllity of Lessea nor relleve Lessee of
any obligation hereunder, Lessee shall provide an endorsement on its liability policy(ies) which provides that its Insurance shall be primary 1o and
not contribulory with any similar insurance caried by Lessor, whose insurance shall be considered excess insurance only,

(b} Carried by Lessor, Lessor shall msintain liability insurance as described in Paragraph 8.2(a), In addition to, and not In lieu of,
the insurance required to be maintained by Lessee Lessee shall not be named as an additlonal insured therein.

83 Property | - Bulldi p and Rental Value,

{a) Bullding and impr The | ing Party shall obtain and keep in force a policy or policies in the name of Lessor, with
loss payablks to Lesmr any ground-lessor, and to any Lender insuring loss or damage to the Premises. The amount of such insurance shall be
equal (o the full insurable replacernenl cost of the Premises, as the same shall exist from time to time, or the emount required by any Lender, but
In no event more than the le and i Insurable value thereof. Lessee Owned Alterations and Utility Instaliations,
Trade Fixtures, and Lessea's personal property shalt be Insured by Lessee nol by Lessor. If the o ge Is llable and ially
appropriele, such policy or policles shali Insure against all risks of direct physical 1oss or demage (except the perils of fiood and/or earthquake
unless required by a Lender), including ge for debris | and the enforcement of any Applicable Requi iring the
upgrading, demolition, reconstruction or replacemnent of any portion of ihe Premises as the resull of a covered loss, Said policy or policies shall
also contaln an agreed valuation provision In lieu of any colnsurance clause, waiver of subrogstion, end infiation guard protection causing an
Increase In the annual property insurance coverage amount by a factor of not less than the adjusted U.S. Department of Labor Consumer Price
Index for All Urban Consumers (or the cily nearest to where the Premises are locsted. If such insurance coverage has a deductible clause, the
deductible amount shall nol exceed $5,000 per occurrence, and tL.essee shall be liable for such deductible amount in the event of an Insured
Loss.
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(b) Rental Value. The Insuring Party shall obtain and keep in force a policy or policies In the name of Lessor with loss payable 1o
Lessor end eny Lender, insuring the loss of the full Rent for one year with an extended period of indemnity for an additiona} 180 days {"Rental
Value Insurance”). Sald Insurance shalt conlaln an egreed valuation provislon in lieu of any colnsurance clause, and the amount of coverage shall
be adjusied annually to reflect the projected Rent otherwise payable by Lessee, for the next 12 month period. Lessee shall be Hable for any
deduclible amount in the event of such loss,

{c) Adjacarni Premi: If the F are part of a larger bullding, or of a group of buildings owned by Lessor which are
adjacen to the Prernlses the Lessee shall pay for any Increase in the premiums for the property Insurance of such buliding or buildings if sald
increase is caused by Lessee's acts, omissions, use of occupancy of the Premises.

84 Lessee's Property; Business Interruption | ; Waorker's C: tlon |
(a) Property Damage. Lessee shall oblain and maintain insurance coverape on all of Lessee's personal property, Trade Fixlures,
Bnd Lessee Owned Al I and Ulility Ir i Such shall be full replacement cos! coverage with a deductible of not fo exceed

$1,000 per occurrence. The proceads from any such Insurance shall be used by Lessee for the replacemen( of personal properly, Trade Fixtures
and Lessee Owned Alterations and Utllity Installations.

(b) Business Interruption. Lessee shali oblaln and malnialn loss of income and exlla expense Insurance in amounts as will
reimburse Lessee for direct or indirect loss of eamings attribulable to all perils commonly insured agalnst by prident lessees in the business of
Lessee or atiributable to prevention of access o the Premises as a result of such perils. .

(c) Worker's Compensation Insurance, Lessee shall oblain end maintain Worker's Comp jon Insurance in such amount as
may be required by Appli Requi ts. Such policy shall include a "Waiver of Subrogation’ endorsement. Lesses shall provide Lessor with
a copy of such endorsement along with the certificale of Insurance or copy of-the policy required by paregraph 8.5,

(d) No Representation of Adequate Coverage. tessor makes no representation that the limils or forms of coverage of
Insurance specified hereln are adaquate to cover Lessee's property, business operatlons or under this Lease,

856 Insurance Policies, Insurance required hereln shall be by companies malintaining during the policy term a "General Policyholders
Reting” of at least A-, VI, as sel forth in the mos! current issue of "Best’s Insurance Guide", of such other rating as may be required by a Lender.
Lessee shall not do or permit to be done anything which invalidates the required insurance policies. Lessee shall, prior 1o the Starl Date, deliver lo
Lessor certified copies of policies of such Insurance or certificales with copies of the required endorsements evidencing the existence and
amounts of the required insurance. No such poficy shall be cancelable or subject to medification except efler 30 days prior written notice to
Lessor. Lesses shall, al least 10 deys prior to the expiration of such policies, fumish Lessor with evidencs of renewsls or “insurance binders”
evidencing renewal thereof, or Lessor may Increase his llabliity Insurance. coverage and charge the cost thereof to Lessee, which amount shalt be
payable by Lessee to Lessor upon demand. Such policies shall be for a term of at ieast one year, or the length of the remaining term of this
Lease, whichever is lass. f either Party shali fall to procure and mainiain the insurance required to be carried by i, the other Party may, but shall
not be required to, procure and maintaln the same,

86 Waiver of Subrogation. Without affecting any other rights or remedies, Lessee and Lessor each hereby release and relieve the
aiher, and waive their entire right to recover damages against the othsr, for loss of or damage to its property arising out of or incident to the perils
required lo bs insured against herein. The effect of such releases and walvers Is not limitec by the amount of insurance carried or required, or by
any deduclibles applicable hereto. The Parlies agree {o have thelr respective property damage insurance camlers waive any right to subrogation
that such companies may have sgalnst Lessor or Lessee, as the case may be, 50 long as the insurance Is not invalidated thereby,

87 Indemnlty. Except for Lessor's gross negligence or williul misconduct, Lessee shali Indemnify, protect, defend and hold harmless
the Premises, Lessor and Its agents, Lessor's mester or ground lessor, partners and Lenders, from and apainst any and all claimg, loss of rents
and/or ges, liens, J Ities, attomeys’ and consultents' fees, expenses and/or liablliles arlsing out of, involving, or in connecilon
with, the use and/or occupancy of the Premises by Lessee, If any action or proceeding is broughl against Lessor by reason of any of the foregoing
matlers, Lessee shall upon notice defend the same at Lesses's exp by iy satisfactory to Lessor and Lessor shall cooperate
with Lessee In such defense. Lessor need not have first paid any such claim in order to be defended or indemnlfied,

88 Exemptlon of Lessor and its Agents from Liability. » i ding the or breach of this Lease by Lessor or its

agents, neither Lessor nor lts agents shall be liable under any circumstances for: {1) injury or damage fo the person or goods, wares, merchandise
or other propery of Lessee, Lessee’s employees, contractors, Invilees, customers, or any olher persen in or about the Premises, whether such
damage o injury is caused by or resulls from fire, sleam, electricity, gas. water or rain, indoor air quality, the presence of mold or from the
breakage, leakage, obstruction or other defects of pipes, fire sprinklers, wires, appliances, plumbing, HVAC or lighting fixtures, or from any other
cause, whelher the said injury or darnage results from conditions arising upon the Premises or upon other portions of the buiiding of which the
Premises are a part, or from other sources or placas, (Ii) any damages arising from any acl or neglect of any other tenant of Lessor of from the
fallure of Lessor or ils agents to enforce the provisions of any olher Iease in the Project, or (iil) Injury to Lessee’s business or for eny loss of
Income or profit therefrom. Instead, 1 is intended that Lessee's sole recourse In the event of such damages or Injury be to file a claim on the
fnsurance pollcy(ies) that Lessee |s raquired to malatain pursuant to the provisions of paragraph 8.

89 Failure to Provide Lessae acknowled that any failure en its part fo obtain or the i ired
herein will expose Lessor to risks and potentially cause Lessor to incur costs not contemplated by this Lease !he extent of which will be ex'remely
difficult to asceriain. Accordingly, for eny month or purhun thereof that Lessee does not maintain the req and/or does nol provide
Lessor with the required binders or cerlificates evi g the ex: of lhe requi insurance, the Base Rent shell be automalically
increased, without any requirement for nolice to Lessee, by an smount equal to 10% of the then existing Base Rent or $100, whichever is greater.
The parlies agres thal such Increase In Base Renl rep fair and compensation for the additional riak/costs fhat Lessor will incur
by reason of Lessee's failure to the requirad | Such | in Base Rent shal! In no event constitule a walver of Lessee's

Default or Bresch with respect to the failure 1o maintaln such insurance, prevent fhe exerclse of any of the other rights and remedles prented
hereunder, nor relleve Lessee of lis obligalion to maintain the Insurance specified in this Lease.

INITIALS . INITIALS
® 2019 AIR CRE. All Rights Reserved. STN-27.20, Revised 01-01-2019

Produced with zZpFarme® by ZipLogix 18070 Fiesn Mée Road, Frager, Michigen 48026  yaww 2ol iy com 1119LonePalmAve.




UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 40

DocuSign Envelope {D: 8730340E-11A3-48F8-ABSE-95AF83A8F610

9 Damage or Destruction.
8.1 Definitlons.
{a) "Premises Partlal Damage™ shall mean ge or destruclion to the imp! on the Premises, other than Lessee
Owned Alterallons and Utility ns, which can bly be repaired in 6 months or less from the date of the damage or destruction.
Lessor shall nolify Lesses In wriling within 30 days from the date of the damage or destruction as to whether or nol the damage is Partial or Total.
{b). "Premlses Tatal D * shall mean d ge or destruction to the Premises, other than | essee Owned Alterations and

Utillty instaitations and Trade Fixlures, which cannot reasonably be repaired In 6 manths or less from the date of the damage or destruction.
Lessor shall notify Lessee in witing within 30 days from the dale of the damage or destruction as [o whether or not the damage is Partial or Total.

(c) "Insured Loss" shall mean damage or destruction to imp its on the Premises, other than Lessee Owned Allerations
and Utility Installations and Trade Fixtures, which was caused by an event tequired 1o be covered by the insurance described In Paragraph 8.3(a),
irrespeclive of any deduclible amounts or coverage limits involved.

(d) "Replacement Cost” shall mean the cost lo repair or rebuild the improvements owned by Lessor at the time of the
occumence to their condition existing immedialely prior thereto, including demolition, debris removal and upgrading required by the operation of
Applicable Requirements, and without deduction for depreciation. ’

(e) "Hazardous Substance Condition™ shell mean the occurrence or dlsmvery of & condition involving the presence of, or a
cx ination by, a ¢ dous Sut in, on, or under the Premises which requires ¢ di

92 Partial Damage - insured Loss. If a Premises Partial Damage that Is an Insured Loss occurs, then Lessor shall, al Lessor's
expense, repair such damage (bul nol Lessee’s Trade Fixiures or Lessee Owned Alterations and Uility installalions) as soon as reasonably
passible and this Lease shall continue in full force and effect; provided; however, thal Lessee shall, al Lessor's election, make the repair of. any
damage or destruction the tolal cost to repair of which is $10,000 or less. end, in such event, Lessor shali ' make. any applicable insurance
proceeds availzble la Lessee on a reesonable basis for that purpose. g the going, if the required insurance was nol in force or
the Insurance proceeds are not sufficlent to effect such repalr‘ the Insuring Party shall promptly conldbute the shorlage In proceeds (excapt as to
the deductiole which iIs Lessee's responsibllity) as and when required 1o campieta said repairs. In the evenl, however, such shorlage wes due to
the fact (hal. by reason of Ihe unique nature of the impravements, full replacement cosl insurance coverage was not commercially reasonable and
available, Lessor shall have no abligation 1o pay for the shortage in insurance proceeds of to fully reslore thé unique espects of the Premises
unless Lessee provides Lessor with the funds to cover same, or adequate assurance thereof, within 10 days following receipl of written nolice of
such shorlage and request therefor, If Lessor receives said funds or adequale essurance hereof wilhin said 10 day period, the parly responsible
for meking the repairs shall complele them as soon as reasonably possible and this Lease shall remain In full force and effecl II' such funds or
assurance are nol received, Lessor may nevertheless elect by written notice to Lessee within 10 days thereafter to: (I} make such resloration and
repair as is commercially reasonable with Lessor paying any shorlage in proceeds, in which case (his Lease shall remain in full force and effect,
or (i) have this Lease lerrnlnale 30 days thereafler. Lessee shall nol be entilled to reimbursement of any funds contributed by Lessee to repair

any such or d F i Parfial Damage due 1o fiood or earthquake shali be subject to Paragraph 8.3, nolwithstanding thal
there may be some insurance coverage, bul the net proceeds of any such insurance shall be made available for the repairs if made by either
Party,

9.3 Partial Damage - Uninsured Loss. If a Premises Partial Damege that is not an insured Loss occurs, unless caused by a
negligent or willful act of Lessee (in which event Lessee shall make the repairs al Lessee's expense), Lessor may elther; (i) repair such damage
s soon as reasonably posaible at Lessor's expense, in which event this Lease shall cantinue In full force and effeci, or (ii) lerminaie this Lease by
glving written notice o Lessee within 30 days after recelpt by Lessor of knowledge of the occurrence of such damage. Such termination shall be
effective 80 days following the date of such nolice. In the event Lessor elects to lerminate this Lease, Lessee shall have the right within 10 days
afier receipt of the lermination notice to give written notice to Lessor of Lessee's commiiment to pay for the repair of such damage withoul
reimbursement from Lessor. Lessee shall provide Lessor with said funds or salisfactory assurance thereof wilhin 30 days after making such
commitment. In such event {his Lease shall continue in full force and effecl, and Lessor shall proceed to make such repairs as soon as reasonably
possible after the required funds are available. If Lesses does nol make the required commitment, this Lease shall lerminate as of the date
specified In the larmination notice.

84 Total Destruction. Notwithstanding any other provision hereof, if a Premises Total Destruction occurs, thls Lease shall temminale
60 days following such Desiruction. if the damage or destruction was caused by the gross negligence or willful misconduct of Lessee, Lessor shall
have the right to recover Lessor's damages fram Lesses, except as provided In Paragraph 8.6,

85 Damage Near End of Term. If at any lime during the last & months of this Lease there is damage for which the cost to repalr
exceeds one monih's Base Rent, whether or nol an insured Loss, Lessor may terminale this Lease effective 60 days following the date of
occurrence of such damage by piving a written termination nolice to Lessee within 30 days after the date of occurrence of such damage.
Notwithstanding the foregoing. If Lesses at lhal ime hes an exercisable option to exlend this Lease or to purchase the Premises, then Lessee
may preserve this Lease by, (a) exercising such optlon and (b) providing Lessar with eny shortage in p ds (or
thereof) nesded to make the repalrs on or before the earlier of () the date which Is 10 days after Lessee's recelpt of Lessor‘s written notice
pusporting to terminate this Leasa, or (i) the day piior to the dale upon which such oplion explres. If Lessee duly exercises such option during
such perlod and provides Lessor with funds (or adequale assurance thereof) to cover any shoriage In Insurance proceeds, Lessor shall, at
Lessor's commercially reasonable expense, repsir such damage as soon as reasonably possible and this Lease shall continue in full force and
effect. It Lessee falls to exercise such oplion and provide such funds or assurance during such period, then this Lease shall terminate on the dale
spacified In the lermination notice and Leasee's oplion shall be extingulshed.

9.8 Abatement of Rent; Lessee’s Remedies,

(a) Abatement. In the svent of Premises Parllal Damage or Premises Total Destruclion or @ Hazardous Subsiance Condition for
which Lessee ls not rezponsible under ihis Lease, the Rent payable by Lessee for the period required for the repalr. remedlation or restoration of
such damape shsll be abated in proporfion to the degree to which Lessee’s uze of the Premises is Impalred, but not fo exceed the procaeds

received from the Rental Value | Al other obligati of Lessae hereunder shall be performed by Lessee, and Lessor shall have no
D8 DS
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llabllity for any such demage, desfruction, diation, repalr or restoration except as provided hereln.

(b} dles, If Lessor is d to repair of restore the Premises and does not commence, In a substantlal and meaningiul
way, such repair or restoration within 0 days afler such obligation shall accrue, Lessee may, at any time prior to the commencement of such
repair or restoration, give written nolice to Lessor and 10 any Lenders of which Lessee hes actual notice, of Lessee's elaction to terminate this
Lease on a dale nol fess than 80 days following the glving of such nofice. If Lessee gives such notice and such repair or restoration Is nof
commenced within 30 days thereafter, this Lease shall ferminafe as of the date specified In sald nolice. If the repalr or restoration Is commenced
wilhin such 30 days, this Lease shall conlinye tn full force and efiect. "Commence® shall mean elther the uncondiional authorizelion of the
preparslion of the required plans, or the beginning of the aclual work on the Premises, whichever first occurs,

8.7 Termination; Advance Pay Upon termination of this Lease pursuant to Paragraph 6.2(g) or Paragraph 9, an equitable
adjusiment shall be made conceming advance Base Rent and any other advance payments mads by Lessee lo Lassor. Lessor shall, in addition,
retum to Lessee so much of Lessee's Security Deposit as has not been, or is not then required to be, used by Lessor.

10. Real Property Taxes.

104  Definltion. As used herein, the term "Real Property Taxes” shall include any form of assessment; real estate, general, special,
ordinary or extraordinary, or rental levy or tex (other than inheritance, personal income or eslale laxes), improvement bond, and/or ficense fee
imposed upon or evied against any legal or equitable interest of Lessor in the Premises of the Project, Lessor's right to other income therefrom,
and/ot Lessar's business of leasing, by any authority having the dired! or indirect power 1o tax and where the funds are generated with reference
to the Building eddress. Real Property Taxes shall elso Include any {ax, fes, levy, assessment or charge, of any increase therein: {i) imposed by
reason of events occurming during the lem of this Lease, including but not limited to, a change In the ownership of the Premises, and (li) levied or
assessed on machinery or equipment provided by Lessor to Lessee pursuant to this Lease.

102 Payment of Taxes. In addition to Base Rent, Lesses shall pay to Lessor an amount equal to the Real Property Tax installmant
due &t least 20 days prior to the applicable delinquency date. If any such instaliment shall cover any period of time prior to of afler the expiration
of termination of this Lease, Lessee's share of such instaliment shall be prorated. In the event Lessee incurs & late charge on any Rent payment,
Lessor may estimate the cument Real Property Taxes, and require thal such laxes be paid in advance to Lessor by Lessee monthly in advance
with the payment of the Base Rent. Such monthly paymenis shall be an amount equal to the amount of the estimated installmen of laxes divided
by the number of months remaining before the month in which sald becomes dell it. When Lhe aciual amount of the applicable tax
bill Is known, the emouni of such equal hly sd pay shall be adj s required to provide the funds needed lo pay the
applicable axes. If the amount collecled by Lessor is insufficient lo pay such Real Properly Taxes when due, Lessee shall pay Lessor, upon
demand, such additional sum as Is necessary. Advance payments may be intermingled with other moneys of Lessor and shall not bear Inierest. In
the event of & Breach by Lessee in the performance .of s obligations under his Lease, then any such advance payments may be \reated by
Lessor as an additional Security Deposil.

103  Joint A 1If the Premi are nol sep ly d, Lessee’s liability shall be an equilable proportion of lhe Real
Property Taxes for all of the land and improvements included within the tax parce! assessed, such proportion {o be conclusively delermined by
Lessor Irom the respective valuations assigned in the assessor's work sheels or such other infc ion as may be b ilabl

10.4 Personal Property Taxes, Lessee shall pay. prior to delinguency. all laxes assessed against and levied upon Lessee Owned
Atterations, Utliity Installations, Trade Fixtures, furnishings. equipment and all personal property of Lessee. When possible, Lessee shall cause ils
Lessee Owned Alterations and Utility Instalialions, Trade Fixlures, furnishings, equipment and all other personel property to be assessed and
blied separately from the real property of Lessor. i any of Lessee’s sald property shalt be assessed with Lessor's real property, Lessee shall pay
Lessor the laxes aliributable 16 Lessee's property within 10 days after receipt of a writlen statemenl setling forih the taxes epplicable to Lessee's
properiy.

1. Utlities and Services. Lessee shall pay for all water, gas, heat, light, power, (slephone, trash disposal and other utilifies and services

liad lo the Premt ol with any taxes thereon. If any such services are nol separalely mefered or bliled to Lessee, Lessea shall pay 8
T e prop {o be ined by Lessor, of all charges jointly metered or billed. There shall be no abatemnent of rent and Lessor shall
not be liable In any respect wt for the inadeq; , stoppage, interruption or discontinuance of any utllily or service due fo riot, strike,
labor dispute, breakdown, accident, repalr or other cause beyond Lessor's reasonable control or In cooperallon with governmental request or
directions,

Within fifieen days of Lessor's writlen requesl, Lessee agrees to defiver 1o Lessor such information, d and/or as Lessor
. needs In order for Lessor to camply with new or existing Applicable Requi relating to ial bullding energy usege, ralings, andlor
the reporting thereof,

12. Assignment and Subletting.
121 Lessor's Consent Required.

(a) Lessee shall not voluntarlly or by operation of law essign, transfer, mongage or encumber {collectively, "assign or
assignmaent”) or sublet all or any parl of Lessee's Interest in this L ease or in the Premises wilthout Lessor's prior written consent

(b) Unless Lessee Is a corporation and its stock Is publicly traded on a national stock exchange. a change. in the control of Lessee
shall conslitute an assignment requiring consent, The transler, on a cumulative basis, of 256% or more of the voling control of Lessee shall
conslitule a change in control for this purpose,

(¢) The involvernent of Lessee or its assels in any i or series of i (by way of merger, sale. ecquisition,
financing, transfer, leveraged buy-out or otherwise), whether or nol e formal assignment or hypothecation of this Lease or Lesses's assels ocours,
which results or will result In 8 reduction of the Nel Worlh of Lessee by an emount greater than 25% of such Net Worth as It was represenlted at
the time of the execution of this Lease or at the time of the most recent assignment to which Lessor has consented, or as it exisls Immediatety
prior lo saki transaction or transactions constituling such reduction, whichever was or Is greater, shall be considered an assignment of this Lease
to which Lessor may withhold its consent. *Net Worth of Lessee" shall mean the net worth of Lessee (axcluding any guarantors) established
under generally accepted accounting principles.

os  (d) An assignment or subletiing without consent shalt, al Lessor's option, be a Default curable after notice per F'aragmpgs 13.44d), s
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or & noncurable Breach without the necessily of any notice and grace period. If Lessor elects to treat such unapproved assignment or subletting
as a noncurable Breach, Lessor may elther: (i) ferminate this Lease, or (Il upon 30 days written notice, increase the monthly Base Rent o 110%
of the Base Renl then In effect. Further, in (he event of such Breach and rental adjustment, () the purchsse price of any option to purchase the
Premises held by Lessee shall be subject lo similar adjusiment to 110% of the price previously in eflect, and (ii) alt fixed and non-fixed rental
adjustments scheduled during the remainder of the Lease term shall be increased to 110% of the scheduled adjusted rent.

(e} Lessee's remedy for any breach of Paragraph 12,1 by Lessor shall be limited o compensatory demages and/or injunciive

retef,

{f) Lessor may reasonably withhold consent to & proposed assignment or sublelling if Lessee is in Default at the time consent is
requesied.

{g) Notwithstanding the foregoing, altowing a de minimls poriion of the P; , 1.e.'20 square feel or less, fo be used by 2 third
party vendor in cor ion with the | ion of & vending machine or payphone shall not constilule a subleiting.

122 Terms and Conditlons Appll to A 1t and g

{a) Regardless of Lessor's ne assi or subletting shall: (i) be effective without. the exp wrilten assumplion by
such ip or k of ihe obligati of Lessee under this Lease, (i) release Lessee of any obligations hereunder, or {jii) aller the
primary liability of Lessee for the payment of Rent or for the perf - of any other obligations to be performed by Lessee,

(b) Lessor may accepl Rent or per of Lessee's obligati from any person olher than Lessee pending approval of

disapproval of an assignment. Neither a delay In the approval or disapproval of such asslgnment nor the acceptance of Rent or performance shall
constitute @ waiver or esioppel of Lessor's right fo exercise ils remedies for Lessee's Default of Breach,

(c) Lessor's i to any assig t or subletting shall not fitute-a consent 1o any subsequeni assignment or subletting.

(d) In the event of any Defaull or Breach by Lessee, Lessor may proceed diteclly against Lessee, any Guarantors or anyone else
responsible for the perf of Lessee's under ihis Lease, including any assignee or sub withoul first exh ing Lessoar's
remedies againsi any other person or entity responsible therefor to Lessor, or any security held by Lessor,

() Each request for consent to an assignment or subletting shall be in writing, accempanied by information relevant to Lessor's
as to the ia! and op 1al responsibillty and appropri of the proposed i or st but not
limiled to the i ded use and/or required modificetion of the Premises, if any, logether wilh a fee of $500 as consideralion for Lessor's
considering and processing said request. L essee egrees 10 provide Lessor with such other or additional information and/or documentalion as may
be reasonably requested. (See also Paragraph 36)

() Any assignee of, or sublessee under, this Lease shall, by reason of accepling such assignment, enlering into such sublease,
or entering inla possession of the Premises or any portion lhereof, be deemed o have assumed and agreed lo conform and comply with each
and every lerm, covenanl, condition and obligation herein {o be observed or performed by Lessee during the term of said assignmenl or sublease,
other than such obligalions as are contrary to or inconsisient with provisions of an assignment or sublease to which Lessor has specifically
consented fo n writing.

(g) Lessors consent to any assignment or subletling shall not {ransfer to the assignee or sublessee any Option granted 1o the
origlnal Lessee by this Lease unless such iransfer Is specifically consented 1o by Lessor in writing. (See Paragraph 39.2)

123  Additlonsl Terms and Conditlons Applicable to Subletting, The following terms and conditions shall apply lo any subletting by
Lessee of all or any part of the Premises and shall be d d included in all subl under this Lease whether or nol expressly incorporated
therein:

(8) Lessee hereby assigns and transfers 10 Lessor ail of Lessee's interest in all Rent payable on any sublease, and Lessor may
collect such Rent and apply same foward Lessee's obligations under this Leasae; provided, however, thal untii & Breach shall occur in the
performance of Lessee's obligations, Lessee may collect said Renl. In the event thal the amount collected by Lessor exceeds Lessee's then
outstanding obligations any such excess shall be refunded fo Lessee, Lessor shall not, by reason of the foregoing or any assignment of such
sublease, nor by reason of ihe ion of Rent, be d d ligble to the sub} for any fallure of Lassee lo perlarm and comply with any of
Lessee's obligations to such sublessee. Lessee hereby revocably authorizes and directs any such sublessee, upon recelpt of a written notice
from Lessor stating thal a Breach exists in the performance of Lessee's obligations under this Lease, to pay to Lessor all Rent due-and lo become
due under the sublease. Sublessee shall rely upon any such notice from Lessor and shall pay all Rents to Lessor withoul any obligation or right to
inquire as {o whether such Breach exists, riotwithstanding any claim from Lessee to the contrary.

{b) In the evenf of e Breach by Lessee, Lessor may, at lis oplion, require sublassee lo ellom lo Lessor, in which event Lessor
shall undertake the obligations of the subleasor under such sublease from the time of the exerclse of sald optlon to the explration of such
sublease: provided, however, Lessor shall not be liable for any prepald rents or security deposit peki by such sublessee fo such sublessor or for
any prior Defaults or Breaches of such sublessor.

(c) Any matter requiring the consent of the sublessor under a sublease shall also require the consent of Lessor,

(d) No sublessee shall further assign or sublel all or any part of the Premises withoul Lessor's prior wrilten consent.

(e} Lessor shali deliver a copy of any notice of Default or Breach by Lessee {o the sublessee, who shall have the right to cure lhe
Delault of Lessee wilhin the grace period, if any, specified in such nolice. The sublessee shall have a right of reimbursement and offse! from and
against L.essee for any such Defaults cured by the sublessee.

13, Default; Breach; Remedles.

131  Default; Breach. A "Default" is defined as a faillure by the Lessee lo comply with or perform any of the terms, covenents,
conditions or Rules and Regulations under this Lease. A “Breach" is defined as the occurrence of one or more of the following Defaulls, and lhe
failure of Lessee to cure such Defaull within any applicable grace period:

(a) The aber of the P or the ting of the Pi wilthoul providing 8 jally reasonable leve! of
security, or where ihe coverage of the property i ibed in P ph 8.3 is jeopardized as a result thereof, or withoul providing
bl to minimize p ial vandalism.

(b) The fallure of Lessee to make any payment of Renl or any Security Deposit required lo be made by Lessee hereunder,
DS
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whether to Lessor or to a third parly, when due, lo provide reasanable evidence of insurance or surety bond, or to fulfill any obligation under this
Lease which endangers or threatens life or property, where such failure continues for a period of 3 business days following written nolice to
Lessee. THE ACCEPTANCE BY LESSOR OF A PARTIAL PAYMENT OF RENT OR SECURITY DEPOSIT SHALL NOT CONSTITUTE A

WAIVER OF ANY OF LESSOR'S RIGHTS, INCLUDING LESSOR'S RIGHT TO RECOVER POSSESSION OF THE PREMISES.
() The fallure of Lessee fo allow Lessor andfor its agenls access fo Ihe Premises or the commission of waste, act or acls

consiituting public or privale nuisance, andfor an lllegal aclivity on the Premises by Lessee, where such actions conlinue for a period of 3
business days following written nolice to Lessee. In the event that Lessee commits waste, a nuisance or an illegal aclivily a second time then, the
Lessor may eledt to lreal such conduct as a non-curable Breach rather than a Default

{d) The failure by Lessee to prowde {i) re le wiitten evil of pli with Applicable Requirements, (i) the service
contracts, (fii) the ission of an or sl ing, (iv) an Estoppe! Certificate or financial stalements, (v) a requesled
subordination, {vi)} evidence concerning any g and/ur G , (vii) any t req under Paragraph 42, {viil) malerial safety

date sheets (MSDS), or (ix) any other dooumsnta(lon or informalion which Lessor may reasonably require of Leasee under the terms of this
Lease, where any such failure continues for a period of 10 days following writlen nofice lo Lessea.

() A Default by Lessee as 1o the terms, covenanls, conditions ar provisions of this Lease, or of the rules adopted under
Paragraph 40 hereof, other than hose described in subparagraphs 13.1(a}, {b), (<) or (d), above, where such Default continues for a period of 30
days afler wriiten notice: provided, however, that i the nature of Lessee's Defaull Is such ihat more than 30 days are reasonably required for s
cure, then it shall not be deemed to be a Breach rf Lessee commences such cure within said 30 day period and thereafler diligently prosecutes
such cure to completion,

() The occurrence of any of the following events: (i) the making of any general aengement or assignment for the benefil of
credliors: (I) becoming a "debtor” as defined In 11 U.S.C. §101 or any successor statule thereto {uniess, In the case of a pefition filed agalnst
Lessee, the same is dismissed within 60 days); (lii) the appoiniment of a trusles or recelver to take possession of substantially all of Lessee's
assels jocated al the Premises or of Lessea's Interest In this Lease, where possession is not restored to Lessee within 30 days; or (v) the
attachment, execution or other Judicial selzure of substantially all of Lessee's assels localed a the Premises or of Lesses's Intefest in this Lease,
where such seizure is not discharged within 30 days; provided. however, in the event thal any provision of this subparagraph is contrary fo any
applicable Jaw, such provigion shall be of no force or effect, and not affect the validity of the remaining provisions.

t) The discavery that any financiel statement of Lessee or of eny Guaranter given (o Lessor was matenslly false,

(h) If the performance of Lessee’s obligations under this Lease Is guaranteed: (1) the death of e Guarantor, (1) the lerminatlon of a
Guarantor's liablity with reapect 1o this Lease olher han In sccordance with the terms of such guaranty, (ill) a Guarantor's becoming insolvent or
the subject of & bankruptcy filing, (iv) @ Guarantor's refusel {o honor the guaranty, or (v) & Guaranior's breech of its guaranty obligation on an
anticlpatery basls, and Lessee's fallure, within 60 days following written notice of any such event, to provide written allemalive assurance or
security, which, when coupled with the then existing resources of Lessee, equals or exceeds the combined financial resources of Lessee and the
Guaraniors that existed al the lime of execution of this Lease.

13.2 Remedles, If Lessae fails {o perform any of its affirmative duties or obligations, within 10 days after writien nolice (or in cese of an
emergency, without nolice), Lessor may, at iis option. perform such duty or obligation on Lessee's behalf, including but not Jimited to the obtaining
of reasonably required bonds, insurance policies, or govemmental licenses, permits or approvals. Lessee shell pay fo Lessor an amount equel to
115% of the costs and expenses Incurred by Lessor In such performance upon receipt of an invoice therefor. In he event of a Breach, Lessor
may, with or without further notice or demand, and without limiting Lessor in the exercise of any right or remedy which Lessor may have by reason
of such Breach:

{8) Terminale Lessess righl to possession of the Premises by any lawful means, In which case this Lease shall {erminate and
Lessee shall | diafely jon lo Lessor. in such evenl Lessor shall be enfitied to recover from Lessee: (i) the unpaid Rent which
had been eamed &l the time of lermmailon (i) the worth at the lime of award of the amount by which the unpaid rent which would have been
eamed ahér terminalion unlil the time of eward exceeds the amount of such rental loss thal the Lessee proves could have been reasonably
svoided; {jii) the worth al the lime of award of the amounl by which the unpaid rent for the balance of the lerm after the time of award exceeds the
amount of such rental loss that the Lessee proves could be reasonably avoided; and (iv) any other amount necessary lo compensate Lessor for
gl the detriment proximately caused by the Lesses's fallure to perform its obligations under this Lease or which in the ordinary course of things
would be likely to result therefrom, including but not limited fo the cost of recovering possession of the Premises, expenses of reletting, including
r y tion and ion of the F | ble allomeys’ fees, and thal portion of any leasing commission paid by Lessor in
conneciion with this Lease applicable lo the unexpired term of this Lease. The worth at the time of award of the amount referred 1o In provision (iif)
of the Immediately preceding senience shall be computed by discounting such amount al the discount rate of the Federal Reserve Bank of the
District within which the Premises are located al the time of award plus one percent. Efforts by Lessor to mlitigete damages caused by Lessee’s
Breach of this Lease shall nol waive Lessor’s right to recover any damages to which Lessor Is otherwise enfitied. If termination of fhis Lease s
obtalned through the provisional remedy of unlawful detainer, Lessor shall have the right ta recover In such proceeding any unpald Rent and
damages as are recoverable therein, or Lessor may reserve the right lo recover all or any pant thereof in a separate suil. If a nolice ang grace
period required under Paragraph 13.1 was not previously given, a notice to pay renl of quil, or to perform or quit given lo Lessee under the
uniawiul detainer statute shall also constilute the notice required by Pamgraph 13.1. In such case, the applicable grace period required by
Paragraph 13,1 and the urikawful detainer statute shall jun concurently, and the faliure of Lessee to cure the Defauit within the greater of the two
such grace periods shall consifiute both an untawtul detainer and a Breach of (his Lease entiing Lessor to the remedles provided for in this
Lease and/or by sald statute,

(b) Cantinue lhe Lease and Lessee's right to possession and recover the Rent as It becomes due, In which event Lessee may
sublet or assign, subjec! only to br Acts of 1ce, efforts to relel, and/or the appointment of a receliver to protect the
Lessor's Interests, shall not constitute a fermination of the Lessee's right to possesslon.
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(c) Pursue any olher remedy now or hereafier avaliable under the laws or Judiclal decislons of the stale whereln the Premises are
located. The expiretion or terinetion of this Lesse and/or the terminstlon of Lessee’s right to passession shall not relieve Lessee from liability
undar any Indemnhty provisions of thls Lease as to matters occurring or. accruing during the term hereof or by reason of Lessea's occupancy of the
Premises, B

13.3  Inducement Recapture. Any agreement for free or sbated rent or other charges, the cost of tenanl improvement for Lessee
paid for or performed by Lessor, or for the giving or paying by Lessor to or for Lessee of any cash or other bonus, inducemenl or consideration for
Lesses's entering into this Lease, ail of which concessions are hereinafier referred to as t Provis| " shall be d d diti
upon Lessee's full and faithful perfformance of all of the terms, cavenants and conditions of this Lease, Upon Breach of this Lease by Lessee, any
such Inducemenl Provislon shall automatically be deemed deleted from this Lease and of no further force or effect; and any renl, other chare,
bonus, of cor t 6 absted, given or paid by Lessor under such an Indt Provision shall be | diately due
and payable by Lessee lo Lessor, i ding eny subseq cure of soid Breach by Lessee. The acteptance by Lessor of rent or the cure
of the Breach which inltiated the operation of this f ph shalt not be d d a waiver by Leasor of the provislons of ihls paragraph unless
specifically so stated In wriling by Lessor at the lime of such acceptance,

13.4  Late Charges. Lessee hereby acknowiedges thal late pay | by Lessee of Rent will cause Lessor to incur costs not
conlemplated by this Lease, the exacl amouni of which will be extremely difficuil to ascertain. Such cosis include, bul are nol limiled fo,
processing end accounling charges, and lale charpes which may be imposed upon Lessor by any Lender. Accordingly. if any Renl shall not be
recalved by Lessor within 5 days after such amount shall be due, then, without any requirement for notice to Lessee, Lessee shall Immediately
pay to Lessor e one-time late charge equal to 10% of each such overdue smount or $100, whichever Is greater. The Parlles hereby agree that
such lale charge reprasants a falr and reasonable estimale of the costs Lessor wilt Incur by reason of such Jate paymenl. Acceptance of such lale
charge by Lessor shall in no event constitule a walver of Lessee's Default or Breach with respect to such overdue amount, nor prevent the
exercise of By of the other rights and remedies granted hereunder, in the event Lhal a lale charge is payable hereunder, whether or not collecied,
for 3 conseculive installments of Base Renl, then notwithstanding any provision of this Lease to the conlrary, Base Rent shall, at Lessor's option,
become due end payable quarlerly in advance,

13.5  Inte . Any Y pay 1 due Lessor hareunder, other than late charges, nol received by Lessor, when due shall
bear Interest from {he 31st day after it was due, The interest (“Interest”) charged shall be computed st the rate of 10% per annum but shall not
excaed the maximum rale allowed by law. Interest is payable in addilion to the potential late charge provided for in Paragraph 13.4.

13.6 Breach by Lessor.

(a) Notlce of Breach. Lessor shall not be deemed In breach of this Lease unless Lessor falls within a reasonable time to perdorm
an obligation required to be performed by Lessor. For purp: of this Paragraph, a ble time shall in no event be less than 30 days after
recalpt by Lessor, and any Lender whose namae and address shall have besn fumished Lesses in wriling for euch purpose, of written nolice
specifying wherein such obligation of Lessor has not been performed; provided, however, that if the nature of Lessor's obligation Is such that more
than 30 days ere reasonably required for lis performanca, then Lessor shall not be In breach if performance is commenced withln such 30 day
perod and thereafter diligenly pursued to compietion.

{b) Performance by Lessee on Behalf of Lessor. in the evenl Lhat neither Lessor nor Lender cures said breach within 30 days
afler recalpt of sald nofice, or it having commenced said cure they do nol dlligently pursue it fo complelion, then Lessee may elect {o cure said
breach at Lessee's expense and offset from Rent the actual and reasonable cost 1o perform such ciire. provided, however, that such offset shall
not exceed an amoun! equa! to the greater of one month's Base Rent ar the Securily Deposit, reserving Lessee's right to seek reimbursement
from Lessor for any such expense In excess of such offset. Lessee shall document the cost of sald cure and supply said documentation to Lessor,
14. Cond i If the Premi or any portion thereof are taken under the power of emineni domain or sold under the threal of the
exercise of said power (collectively "Cond Hon™), this Lease shall terminate as to the part taken as of the date the condemning authority
takes tile or possession, whichever first occurs. If more than 10% of the Building, or more than 25% of thal portion of the Premises not occupled
by any bullding, Is taken by Condemnation, Lessee may, ! Lessee's optlon, to be exercised in writing within 10 days after Lessor shall have glven
Lessee written nolice of such (aking (or In the absence of such notice, within 10 days after the condemning sulhority shall have taken possesslon)
terminate this Lease as of the dale the condamning authority takes such p lon. if Lessee does not teminate this Lease In accordance with
the foregoing, this Lease shall remaln In full force and effect as to the portion of the Premises remaining, except ihal the Base Rent shall be
reduced in proportion to the reduction in utility of the Premises caused by such Condemnation. Cond ion awards and/or payments shall be
the property of Lessor, whether such award shall be made as compensalion for diminution in value of the leasehold, the value of the part iaken or
{or severance damapes; provided, however, that Lessee shall be entiled 1o any compensetion paid by the cond. or for Lessee's rek
expenses, 1oss of business goodwill and/or Trade Fixtures, without regard to whether or not this Lease is terminated pursuant to the provisions of
this Paragraph. All { and Ulliity Ir i made io the Premises by Lesses, for purposes of Condemnation only, shall be considered
the property of the Lessee and Lessee shalt be entitied to any and ali compensation which Is payable thersfor. In the event that this Lease Is not
lerminaled by reason of the Condemnation, Lessor shall repalr any damage to the Premises caused by such Condemnation.

15. Brokerage Fees.

154  Additional Commission, in addilion to the payments owed pursuant 1o Paragraph 1.2 above, Lessor agrees that: (a) if Lessee
exercises any Option, (b) if Lessee or anyone affilialed with Lessee acquires any rights to the Premises or other premises owned by Lessor and
jocated within the same Project, if any, within which the Premises |s localed, (c) if Lessee ins in p ion of the Premi: with the t
of Lessor, afler the expiration of this Lease, or (d) if Base Rent is increased, whether by egl t or operation of an Jation clause herein,
then, Leseor shall pay Brokers a fee In accordance wilh the fee schedule of the Brokers in effect at the time the Lease was exacuted.

152 A ption of O Any buyer or transferee of Lessor's Inlerest in this Lease shall be deemed lo have assumed
Lessor's obligation hereunder. Brokers shall be third party beneficiaries of Ihe provisions of P phs 1.9, 15, 22 and 31. if Lessor falls to pay lo
Brokers any amounts due as and for brokerage fees pertaining to thls Lease when due, then such amounts shall accrue Interest. in addition, If
Lessor fails to pay any amounts to Lessee's Broker when due, Lessee's Broker may send wiitten notice 1o Lessor and Lessee of such failure and
—DS
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If Lessor falls to pay such amounts within 10 days after sald nolice, Lessee shall pay said monles (o ils Broker and offset such amounis agalnst

Renl. In additlon, Lessee's Broker shall be deemed to be a third party b iary of any agreement entered Into by and/or between
Lessor and Lessor's Broker for the limited purposa of collecting any brokerage fee owad.
153  Repi [ and Ind ltles of Broker Relationships, Lessee and Lessor each represent and wamant lo the other that tt

has had no dealings wilh any person, firm, broker; agenl or finder (other than the Brokers and Agents, if any) in connection with this Lease, and
that no one other than said nameg Brokers and Agenls is entitled 1o any commission or finder’s fee in connection herewith. Lessee and Lessor do
each hereby agree 1o indemnify, prolecl, defend and hold the other harmiess from and against liability for compensation or cherges which may be
claimed by any such unnamed broker, finder or other similar party by reason of any dealings or actions of the indemnifying Party, including any
cosls, expenses, atiomays’ fees reesonably incurred with respect therela.

16. Estoppel Certificates.

(a) Each Parly (as "Responding Party”) shall within 10 days after writlen notice from the other Party (lhe "Requesting Party”}
execute, acknowledge and deliver 1o lhe Requesting Parly a statement in writing in form similar to the then most current “Estoppel Certificate”
form published by the AIR Commercial Real Estale Assoclation, plus such additional inforation, confirmation and/or statements as may be

b d by the Requesling Party.

{b} If the Responding Party shall fail to execule or deliver the Esloppel Certificale within such 10 day period, the Requesting Party
may exscute an Estoppel Cerlificale sialing thal: (i) the Lease is In full force and effecl withoul modification excepl as may be reprasented by the
Requesting Party, {li) there are no uncured defaults In the Requesting Party's perf and (I) If Lessor Is the Requesting Parly. nol more
than one month's rent has been pald In advance, Prospective purcha and cers may rely upon the Requesting Party's Esioppel
Cerlificate; and the Responding Parly shall be eslopped from denying the fruth of the facls contained in said Ceriificate. In addition. Lassee

acknowledges that any fallure on iis part to provide such an Estoppel Ceriificate will expose Lessor to risks and potentially cause Lessor to incur
costs nol contemplated by this Lease, the exienl of which will be exiremely difficult to ascertain. Accordingly, should the Lessee fail 1o execute
and/or deliver & requesled Estoppel Certificale in a timely fashion the monthly Base Renl shall be automatically increased, wilhout any

requirement for notice to Lessee, by an amouri equal to 10% of the then exisfing Base Rent or $100, whichever is greater for remainder of the
Lease. The Parfles agree that such increase in Base Renl repi falr and on for the additional risk/costs thet Lessor
will Incur by reason of Lesses's fallure {o provide tha Estoppel Certiiicate. Such Increase In Base Rent shall in no event constitule  waiver of
Lessea's Default or Breach with respeci lo the tallure to provide the Esloppel Cerlificate nor prevenl the exercise of any of the other rights and
remedies granted hereunder.

(c) If Lessor desires to finance, refinance, or sell the Premises, or any parl thereof, Lessee and all Guarantors shall within 10 days
after wrillen notice from Lessor deliver 1o any potential lender or p desi d by Lessor such financial slatements as may be reasonahly
required by such lender or purchaser, including bul not limited {o Lessee's financial stalements for the past 2 years. All such financial stalements
shall be received by Lessor and such lender or purchaser in confidence and shalt be used only for the purposes herain set forth.

17. Definltlon of Lessor. The term “Lessor” as used herein shall mean the owner or owners at the time In guestion of the fee fitte to the
Premises. or, il this Is 8 subleasa. of the Lessee's Interest In the prior lease. In the evenl of a transfer of Lessor's tille or Interesl in the Premises or
this Lease, Lessor shall deliver to the transferee or assignee (in cash or by credi) any unused Security Deposit held by Lessor. Upon such

transfer or assignment and delivery of the Security Deposit, as aforesaid, the prior Lessor shall be relleved of ali liabllily with respect to the

obligations and/or covenants under this Lease thereafter to be performed by the Lessor. Subjecl to the foregoing, the obligations andior

covenants in this Lease to be performed by the Lessor shall be binding anly upon the Lessor as hereinabove defined.

18. Severablilty. The invalidity of any provision of this Lease, as determined by @ courl of competent jurisdiction, shall in no way affect the
validily of any olher provision hareof,

18, Days. Unless otherwise spedfically Indicated to the contrary, the word “days" as used In this Leass shall mean and refer to calendar
days.
20, Limitation on Llability. The ohligations of Lessor under this Lease shall not i personal of Lessor or lts partners,

members, direclors, officers or shareholders, and Lessee shalf kook to the Premises, and lo no other assels of Lessor, for the satisfaction of any
fiability of Lessor with respecl o lhis Lease, and shall not seek recourse againsl Lessor's pariners, members, directors, officers or shareholders,
or any of their personal assets for such salisfaction,
21, Time of Essence. Time is of the essence with respect to the performance of all obligations lo be performed or observed by the Parlies
under this Lease.
22, No Prior or Other Ag ; Broker Disclalmer. This Lease conlains all agreements between the Parties wilh respeci 1o any matter
mentioned herein, and no other prior or contemporaneous agreement or understanding shall be effective. Lessor and Lessee each representa
and warrants to the Brokers that it has made, and (s relying solely upon, its own Investigation as to the nature, qualily, character and finandat
responsibility of the other Parly 1o this Lease and as to the use, nalure, quality and characier of the Premises. Brokers have no responsibility with
respect thereto or with respect to any default or breach hereof by either Party.
23, Notices.

234 Notice Requirements. All notices reqguired or permitied by this Lease or applicable law shall be in wriling and may be delivered
in person {by hand or by courier) or may be sent by regular, certified or registered mall or U.S. Postal Service Express Mall, with postage prepaid,

or by facsimfie transmission, and shall be deemed sufficlently given if served in 8 manner speclified In this Paragraph 23. The ad noted
adjacent 1o a Party’s signature on {his Lease shall be that Pariy's address lor delivery or mailing of nolices. Either Parly may by wiitten nolics lo
the other specify a different address for notice, except that upon Lessee's laking p jon of the Premi the Preim} shali constitul

Lessee's address for nalice. A capy of all notices to Lessor shalt be concurrently transmitted to such party or parlies at such addresses as Lessor
may from time to time hereafter designate in wriling.
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23,2 Date of Notice. Any nolice sent by registered or cerlified mail, retum receipt requested, shall be deemed given on the dale of

* delivery shown on the receipl card, or If no delivery dale is shown, the postmark thereon. !f sent by reguler mall the notice shall be deemed given
72 hours after the same Is addressed as required hereln and malled with postage prepaid. Notices delivered by Unlted States Express Mall or
overnight courler that guarantees next day delivery shall be deemed given 24 hours after delivery of the same to the Postal Service or courler.

Notices delivered by hand, or itted by facsimlle ission of by email shak be deemed delivered upon aclual receipt. If notice is received
on a Salurday, Sunday or legal holiday, it shall be deemed received on the next business day,
24, Walvers, -

(@) No waiver by Lessor of the Default or Breach of any term, covenant or condilion hereof by Lessee, shall be deemed a
walver of any other term, covenant or condition hereof, or of eny subsequen! Defsull or Breach by Lesses of the same or of any other term,
covenant or condition hereof. Lessor's consent to, or approval of, eny act shall not be d d to render y the ining of Lessors
consent fo, or approval of, any subsequent or simiiar ect by Lesses, or be construed as the basis of an estoppel to enforce the provision or
provisions of this Lease requiring such consent,

(b) The acceptance of Rent by Lessor shall not be a waiver of any Default or Breach by Lessee. Any paymenl by Lessee
may be accepled by Lessor on account ol moneys o damages due Lessor, notwithstanding any qualifying stalements or conditions made by
Lessee in 1 th th, which such and/or conditions shall be of no force or effect whatsoever unless specifically agreed to in
writing by Lessor &l or bejore the time ol deposit of such payment.

(©) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO AlLL MATTERS
RELATED THERETO AND HEREBY WAIVE THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE TO THE EXTENT THAT SUCH
STATUTE IS INCONSISTENT WITH THIS LEASE.

25, Disclosures Regarding The Nature of a Real Estate Agency Relalionshlp

(@) When enlering into a discussion with a real estale agenl regarding a real eslate transaction, a Lessor or Lessee should
from the outset understand whal type of agency relalionship or representation it has with the agent or agents in the transaction, Lessor and
Lessee acknowledge being advised by ihe Brokers i this iransaclion, as tollows:

() Lessors Agent, A Lessors agent under a listing agreement with the Lessor acts as the agent for the Lessor
only. A Lessor’s agent or subagen! has the following effirmafive Yo the Lessor:. A fidudiary duty of uimost care, Integrity, honesty, end
loyally in dealings with the Lessor. To the Lessee and the Lessor; a. Diligeni exercise of reasonable skills and care in performance of the agent's
dutles. b. A duty of honesl and falr desling and good falth. c. A duty to disclose all fects known to the agent materally aflecting the value or
desirability of the property that are not known 1o, or within the diligent attention and observation of, the Parties, An agent is not obligaled 1o reveat
to elther Parly any confidential information abtained from the other Parly which does nol involve the affirmative dulles sa! forth above.

(i) Lessee's Agent, An agenl can agree lo acl as agent for the Lessee only. In these sHuafions, the agent is not
the Lessor's agent, even il by agreemant the apent may recaive p for services rend , &llher in full or in part from the Lessor. An

ageni acling only for a L essee has the following affinmative obligations. To the Lessee: A fiduclary duty of utmosl care, infegrity, honesly, and
loyalty In dealings with the Lesses. To the Lessee and {he Lessor: a. Dlligen! exercise of reasonable skills and care In parformance of the agent's
duties. b. A duty of honesl and falr dealing and good faith. c. A duty to disclose all facts known to the agent materially effecling the value or
desirability of the property that are not known to, or within the diligent attention and observation of, the Parties, An agent is not obligated 1o revesal
to either Party any confidential information obtained from the ather Parly which does not involve the affirmative dulies sel forlh above,

(i) Agenl Represenling Both | essor and Lessee, A real estals agent, sither acting directly or through one ar more
associale licenses, can lsgally be the agent of both the Lessor and the Lesses in a transaction, but only with the knowledge and consent of both
the Lessor and the Lessee. In & dual agency sllugtion, the agent has the ing affirnalive obligal fo both the Lessor and the Lessee: a. A
fiduciary duty of utmost care, Integrity, honesty end Ioyalty in the deallngs with either Lessor or he Lessee. b, Other duties to the Lessor and the
Lessee as stated above In subparagraphs (|) or (il). In representing hoth Lessor and Lessee, the agent may not, without the express pennission of
the respective Parly, discliose to the olher Party confidential information, including, but not limiied to, facls relating to elther Lessee's or Lessors
financial position, motivations, bargaining position, or olher personal information that may impact rent, including Lessor's willingness 1o accepl a
rent less than the listing renl or Lessee's willingness to pay renl greater than the rent oflered. The above dulies of the agent in a real estale
transaclion do not relieve a Lessor or Lessee from the responsibility 1o protec their awn interests. Lessor and Lessee should carefully read all

agreements lo assure thal they adequately exp thelr under ing of the ion. A real estate agent is a person qualified to advise
about real eslale. If legsl or lax advice is desired, consull a8 competant professionat. Both Lessor and Leasee should strongly consider oblaining
tax advice from a compeient professional because the federal and state fax g of a t tlon can be plex and sublect to
change.

(b) Brokers have no responsiliity with respect to any default or breach hereof by either Party, The Parlies agree Lhat no
lawsuit or other Jegal proceeding invoiving any breach of duty, error or omission relating to this Lease may be brought against Broker more than
one year after the Starl Dale and Ihal the liability {including court costs and atlomeys' fees), of any Broker wilh respect to any such lawsult and/or
lagat proceeding shall not exceed the fes received by such Broker pursuant to this Lease; provided, however, that the foregoing limitation on each
Broker’s Hability shall not be applicable to any gross i or wiliful ml. duct of such Broker,

{c) Lessar and Lessee agree to idenlify to Brokers as "Gonfidential” any communicalion or information given Brokers that ls
considered by such Party 1o be confidential,

28, No Right To Holdover, Lessee has no right 1o retain possession of the Premises or any part thereof beyond the expiration or terminalion

of this Lease. In the event that Lessee holds over, then the Base Renl shall be increased to 150% of the Base Renl applicable immedialely
preceding the explration or termination. Holdover Base Rent shall be calculated on monthly basis. Nothing mnlalned herein shall be construed as
consenl by Lessor to any hoiding over by Lessee.

27. Cumulative Remedies. No remedy or election h der shali be d exclusive but shall, wh possihle, be lative with all
olher remedias at law or in equlty.
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28. Covenants and Condltlons; Con: of Agi t. All provisions of this Lease to be observed or performed by Lessee are both
covenants and condifions. In consiruing this Lease, all headings and tiies are for the convenlence of Ihe Parties only and shell not be considered
8 part of this Lease. Whenever required by the context, the singular shall Include the plural and vice versa. This Lease shall not be consirued as if
prepared by one of the Parties, but rather according to Its fair meaning as a whole, as If bolh Parlies had prepared it.

20, Binding Effect; Choice of Law, This Lease shall be binding upon the Parties, their personal representatives, succeasors and assigns
and be govemned by the laws of the Stale in which the Premises are localed. Any litigation between the Parties hereto conceming this Lease shall
be inifiated in the county in which the Premises are located.

30. Subordinatlon; Attornment; Non-Disturbance,

30.4 Subordination. This Lease and any Option granled hereby shall be subject and subordinele lo eny ground lease, morigaga,
deed of frust, or olher hypothecation or security device (collectively, "Security Device”), now or hereatter placed upon the Premises, 1o any and
oli advances made on the secirlty thereof, and to all renewals, modifications, and extensions thereof. Lessee agrees that the holders of any such
Security Devices (in this Lease together referred o a5 "Lender") shall have no (iability or obiigafien to perform any of the obligations of Lessor
under this Lease, Any Lender may elect lo have this Lease andfor any Option granted hereby superior lo the lien of its Security Device by giving
wiitlen notice thereo! to Lessee, whereupon this Lease and such Options shail be deemed prior to such ily Device, ith ding the
relative dafes of the documentation or recordation thereof.

30.2 Attornment. In the event that Lessor transfers titie lo the Premises, or the Premises are acquired by another upon the
foreclosure or termination of a Security Device ta which this Lease Is subordinaled (i) Lessee shall, subject to the non-disturbance provislons of
Paragraph 30.3, sttomn to such new owner, and upon request, enter Into & new lease, containing afl of the terms and provisions of this Lease, with
such new owner for the ramainder of the tarm hereof, or, at the election of tha new owner, this Lease will automatically become a new |ease
between Lessee and such new owner, and (Ii) Lessor shall thereafier be relieved of any further obligations hereunder and such hew owner shall
assume all of Lessor's obligations, except thal such new owner shall not: (a) be fiable for any act or omission of any prior lessor or with respect to
events otcuring prior 1o acquisition of ownership; {b) be subject to any offsels or defenses which Lessee mighl have against any prior lessor, (c)
be bound by prepayment of more than one monlth's renl, or (d) be liable for the return of any security deposit paid lo any prior Jessor which was
not pald or crediled to such new owner. .

30.3 Non.Disturbance. With respect lo Security Devices enterad Into by Lessor affer the execution of thls Lease, Lessee'’s
subordination of this Lease shall be subject to recelving a commercially reasonsble non-disturbance ag (a “Non-D
Agreement”) from the Lender which Non-Distuibance Agresment provides that Lessas's possesslon of the Premlses, and this Leass, including
any options to extend the term hereof, wilt not be disturbed so long as Lessee Is not in Breach hereof and atloms to the record owner of the
Premises. Further, within 60 days after the execution of this Leass, Lessor shall, If requested by Lessee, use its commercially reasonable efforts
to oblain a Non-Disturbance Agreement from the holder of any pre-existing Security Device which is secured by the Premises. in the event thal
Lessor is unabte lo provioe the Non-Disturbance Agreement within sald 60 days, then Lessee may, at Lessee's opfion, direclly contact Lender
and attempt 1o negotiate for the execution and delivery of 2 Non-Disturbance Agreement.

304  Self. ing. The ag In this Paragraph 30 shali be effective without the execution of any further
d: provided. . {hat, upon written request from Lessor or a Lender in conneclion whh a sale, financing o refinancing of the
Premises, Lessee and Lessor shall executs such further wrilings as may be reasanably required 1o separately document any subordination,
attomment and/or Non-Disturbance Agreement provided for hereln.

31, Attorneys' Fees, H any Party or Broker brings an action or proceeding involving the Premises whether founded in lort, contraci or equity,
o 1o declare righls hereunder, the Prevailing Party (as hereafter defined) in any such proceeding, action, or appeal thereon, shall be antitled to

reasonable attomeys' fees. Such fees may be ewarded In the same sult or Ine e suit, whether or not such acfion or proceeding
Is pursusd to decislon or Judgment. The ferm, "Prevalling Party” shall Include, without limitation, a Parly or Broker who substantially oblains or
defeats the rellet sought, as the case may be, whether by promise, settlement, judg or the ab yment by the other Party or Broker of

jts clalm or defense. The attorneys’ fees award shall not be computed in accordance with any court fee schedula, but shall be such as to fully
reimburse all attorneys' fees reasonably incurred, [n addifion, Lessor shall be eniilled lo atioreys’ fees, casts and expenses incurred in the
preparation and service of nalices of Default and consuitations in connection therewith, whether or nol & legal action is subsequently commenced
in connection with such Default or resulling Breach ($200 is a reasonable minimum per occurrence for such services and consultation).

32, Lessor's Access; Showlng Premises; Repalrs, Lessor end Lessor's agents shall have the right to enter the Premises at any tims, in the
cese ol an emergency, and oiherwise al reasonable fimes after reesonable prior nolice for the purpose of showing the same lo prospeclive
purchasers, fenders, or (enants, and making such i repairs, imp ts or edditions to the Premises as Lessor may deem necessary
or desirable and the erecting, uslng and maintaining of utililes, services, pipes and dulls through the Premises and/or other premises as long
as there Is no materiat adverse effect to Lessee’s use of the Premises. All such activities shail be without abatement of rent or liabliity o Lessee.
33. Auciions, Lessee shall not conduct, nor permit to be conducted, any auclion upon the Premises without Legsor's prior writlen consent.
Lessor shall not be ¢ d to ise any of reasonabl in determining whether to permit an auction.

34, Signs, Lessor may place on the Premises ordinary "For Sale” signs al any time and ordinary "For Lease” signs during the last 6 months
of the term hereof, Excepl for ordinary “for sublease™ signs, Lesses shall nol place any sign upon the Premises without Lessor's prior written
consenl. All signs must comply with all Applicable Requiremenls.

35. Termination; Merger. Unleas spedifically stated otherwise in writing by Lessor, he voluntary or other surrender of this Lease by Leasee,
tha mutual terminalion or cancellation hereof, or a lemmination hereof by Lessor for Breach by Lessee, shall at icall any
o lesser estate In the Premises; provided, however, that Lessor may elect lo conlinue any one or all existing subtenancies, Lessor's failure within
10 days following any such event 1o elect to the contrary by written notice 1o the holder of any such lesser interest, shall constitute Lessor's
election to have such event consltute the termination of such interest,
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36. Consents. All requests for consent shall be in writing. Except as otherwise provided hereln, wherever in thls Lease the consent of @ Party
is required (o an act by or for the other Party, auch consent shall nof be ur y withheld or yed. Lessor's actual reesonable costs and
expenses (including but not limited to architects”, attomeys’. englneers’ and other consuliants’ fees) Incurred In the conslderatlon of, of rasponse
to, a request by Lessee for any Lessor consent, including but not limited to consents 1o an assignment, a subletting or the presence or use of a
Hazardous Subsiance, shall be paid by Lessee upon receip! of an involce and supporting documentalion therefor, Lessar's consent 1o any act,
assignmenl o subletting shall not constitute an acknowledgment that no Default or Breach by Lessee of lhis Lease exists, nor shall such consent
be deemed & waiver of any then existing Default or Breach, excepl Bs may be otherwise spacifically stated in writing by Lessor at the time of such
consent. The failure lo specify herein any particular condition fo Lessor's consent shall nol preclude the imposition by Lessor at the time of
consent of such further or other condilions as are then reasonable with reference to the particular mstter for which consent Is balng givan. In the
event that elther Party disagrees with any determination made by the other hereunder and reasonably requests the reasons for such
d ination, the d g party shall fumish lts reasons in writing and in reasonable detail within 10 business days following such request.
37, Guarantor.

371 Execution. The Guarantors, if any, shall each execute a guaranty in he form most recenily published by the AIR Commercial
Real Eslate Associalion, and each such Guarantor shall have lhe same obligalions as Lessee under this Lease.

37.2  Default. it shali consfitule a Default of the Lessee if any Guerantor faits or refuses, upon request to provide: (a) evidence of the
execution of the guarenty, including the authority of the party signing on Guaranter's behalf to obligate Guarentor, and in the case of a corporaie
Guarantor, a certified copy of a resolution of s board of directors authorizing the making of such guaranty, (b) current financial stetements, (c) an
Estoppel Cerificate, or (d) writien confirmation thal the guaranty is siill In effec.

38, Quist Possession. Subject to payment by Lessee of the Rent and performance of all of the cavenants, conditions and provisions on
Lessee's pari to be observed and performed under ihis Lease, Lessee shall have quiel p Jon and guiel enjoyment of the Preml dusing
the term hereof.

39, Options, If Lessee is granted an Oplion, as defined below, then the following provisions shall apply:

39.1  Definition. "Option*” shall mean: {2) the right 1o exiend or reducs the term of of renew this Lease or 1o extend or reduce the lerm
of or renew any lease thet Lessee has on other property of Lessor; (b) the right of first refusal or first offer to Iease either the Premises or other
property of Lessor; (c) the right to purchase, the right of first offer to purchese or the right of first refusal lo purchase the Premises or other
property of Lessor.

30.2 Optlons Personal To Original Lesses. Any Option granted to tessee In this Lease Is personal to the original Lessee, and
cannot be assigned or exercised by anyone other than said original Lessee and only while the original Lessee is in full possession of the
Premises and, f requasted by Lessor, with Lessee cerlifying that Lessee has no inlention of th assigning or suhk

393 Multipie Options. In the event that Lesses has any multiple Options lo exiend or renew this Leese, a later Option cannol be
exercised unless the prior Options have been validly exercised.

394  Effect of Default on Optlons,

(a) Lessee shall have no fight fo exerclse an Option: (1) during the period commencing with the giving of any nolice of Defautt and
contlnuing until sald Default Is cured, {if) during the perlod of time any Renl.is unpald (without regard o whether nofice thereof is given Lessee).
(iii) during the fime Lessee Is in Breach of this Lease, or (i) in the event that Lessee has been given 3 or more nolices of separate Defaull,
whether or not the Defaults are cured, during the 12 month period | diately preceding the Ise of the Option.

{b) The period of time within which an Option may be exercised shall not be extended or enlarged by reason of Lessee's inability
to exerciss an Option of the provi of P h 39.4(a).

{c) An Option shall temminate and be of no further force or efiect, notwithstanding Lessee's due and timely exercise of the Option,
W, after such exercise and prior to the t of the d tarm or of the purchase, (i} Lessee falls to pay Rent for a period
of 30 days afler such Rent becomes due (withoul any necessity of Lessor to give notice thereof), or (if) it Lessee commits a Breach of this Lease.
40. Multiple Buildings. If the Premises are a part of a group of bulldings controlled by Lessor, Lessee agrees fhat H will abide by and
conform 1o all reasonable rules and regulations which Lessor may make from time lo time for the managemenl, safety, and care of said
properties, including the care and cleanliness of the grounds and including the parking, loading and unloading of vehicles, and to cause its
employees, suppliers, shippers, cuslomers, contractors and invilees 1o so abide and conform. Lessee also agrees to pay its fair share of common
expenses incurred in conneclion with such rules and regulations,

4, Security Measures. Lessee hereby ecknowledges that Ihe Renl peyable lo Lessor hereunder does nol Include the cosi of guard service
or other security measures, and that Lessor shall have no obligation whatsoever to provide same. Lessee assumes all responsiblity for the

protection of the Premises, Lesses, iis agents and Invitees and their property from the acts of third parties.

42, Reservations. Lessor reserves to Itself the right, from Uime 1o time, {o grant, without the consent or joinder of Lessee, such easements,
rights and dedications Lhat Lessor deems necessary, and to cause the recordation of parcel maps and restrictions, so long as such easements,

rights, dedications, maps and restrictions do not unreasonably interfere with the use of the Premises by Lessee. Lessee aprees to sign any

documents reasonably requesied by Lessor lo tuate any such t rights, icationt, map or ictions,

43, Performance Under Protest If al any time & dispule shall arise as to any amount or sum of monay 1o be paid by ons Party lo the other
under the provisions hereol, the Parly against whom the obligation to pay the money Is asseried shall have the right to make payment “under

protest” and such payment shall nol be regarded as a voluntary payment and there shall survive the right on the part of sald Party {o institute sull

for recovery of such sum, If it shall be adjudged thal there was no legel obligation on the part.of said Pariy lo pay such sum or any pari thereof,

sald Party shall be entitied to recover such sum or so much thereof as i was not legaliy required to pay. A Party who does not iniliate sult for the

recovery of sums paid *under protest” with 6 months shall be deemed to have waived its right to protest such payment.
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44, Authority; Multiple Partles; Executlon.

(8) If either Party herelo is a corporation, lrust, limiled liavility company, partership, or similar eniity, each individual
executing this Lease on behalf of such entity represents and warrants that he or she Is duly authorized to execute and dellver this Lease on its
behall. Each Party shall, withtn 30 days afler request, dellver to the other Party satlsfaclory evidence of such authority.

(b) If this Lease Is executed by more than one person or entlty as "Lessee”, each such person of entity shalt be jointly and
severally liable hereunder. It is agreed thal any one of the-named Lessees shall be empowered to execule any amendment 1o this Lease, or other
document anciliary thereto and bind all of the named Lessees, and Lessor may rely on the same as if &l of the named Lessees had executed
such document, .

(c) This Lease may be executed by the Parlies in counterparts, each of which shall be deemed an original and all of which
together shall constitule one and the same instrument.

45, Confllct. Any confiict between the printed provisions of this Lease and typewritten or handwritten provisions shall be controlted by the
typewritten or handwritten provisions.
46, Offer. Preparation of this Lease by either Party or their agenl and submission of same lo lhe olher Party shall not be deemed an offer to
lease to the olher Parly. This Leass is nol inlended to be binding unti! execuled and delivered by all Parties herelo.
47, Amendments. This Lease may be modified only in writing. signed by the Parties in inlerest at the time of the modiication. As long as they
do nol materially changa Lessee's obligalions hereunder, Lessee agrees to make such reasonzble non-monelary medifications fo this Leass as
may be ressonably required by a Lender In connection with the obtainlng of normal financing or refinancing of the Premises.
48. Walver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY IN ANY ACTION OR
PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.
49, Arbitration of Dlsputes. An Addendum requiring the Arbiiration of all disputes between the Parties and/or Brokers arising oul of fhis
Lease X] Is [7] is not attached to this Lease.
50. Accessibility; Americans with Disabilities Act.

(a) The Premises:
[i| Have nol undergone an inspection by a Ceriified Access Specialist (CASp). Note: A Cerlified Access Specialist (CASp) can inspect the
subject premises and delermine whether the subject premises comply with all of the applicable construction-related accessibility standards under
slate taw. Although state law does nol require a CASp inspection of the subject premises, the commercial propery owner of Jessor may nol
prohicit the lessee of lenant from oblalning a CASp Inspection of the subjec! premises for the occupency or potential occupancy of the lessee or
tenant, If requested by the lessee or lenant. The parles shall mutually agree on the arangements for the time and manner of the CASp
inspection, the payment of the fee for the CASp Inspectlon, and the cost of making any repairs necessary to corred violations of
consiruction-related accessibility slandards within the premises.
l:l Have undergone an inspection by a Cerlified Access Specialist (CASp) and it was determined thal the Premises mel all applicable
construction-related accessibility standards pursuant to Californla Civil Code §55.51 et seq. Lessee acknowledges that il received a copy of the
inspection report at least 48 hours prior to execufing this Lease and agrees 10 keep such report confidential,
D Have undergone an Inspection by a Certified Accass Specialist (CASp) and it was determined thal the Premises did nol meet all applicable
conslruction-related accessibllity standards pursuant to Californle Civil Code §55.51 ot seq. Lessee acknowledges that It received a copy of the
Inspection report at least 48 hours prior to executing this Lease and aprees fo keep such report cor except a3 Yy o plat
repalrs and corrections of violations of construction related accessibillty standards.

in the event (hal the Premises have been issued an Inspection report by a CASp the Lessor shall provide & copy of the disabllity access
Inspection carlificate to Lesses within 7 days of the execution of this Lease,

(b) Since compllance with the Americans with Disablities Act (ADA) and other state and local accessibllity statutes are
dependent upon Lessee's specific use of the Premises, Lessor makes no warranty or rapresentalion as to whether or not the Premises comply
with ADA or eny simliar leglsiation. In the event that Lessee's use of the Premises requires modifications or additions fo the Premlises in order to
be in compliance with ADA or other accessibilily stalutes, Lessee agrees to make any such necessary modificalions and/or addilions &t Lesses's

expense.

LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN,
AND BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES HEREBY
AGREE THAT, AT THE TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND
EFFECTUATE THE INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES.

ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AIR CRE OR BY ANY BROKER AS TO THE LEGAL
SUFFICIENCY, LEGAL EFFECT, OR TAX CONSEQUENCES OF THIS LEASE OR THE TRANSACTION TO WHICH IT RELATES. THE
PARTIES ARE URGED TO:

1. SEEK ADVIGE OF COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE.

2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SAID INVESTIGATION
SHOULD INCLUDE BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS SUBSTANCES, THE ZONING OF THE
PREMISES, THE STRUCTURAL INTEGRITY, THE CONDITION OF THE ROOF AND OPERATING SYSTEMS, AND THE SUITABILITY OF
THE PREMISES FOR LESSEE'S INTENDED USE.

WARNING: IF THE PREMISES 1S LOCATED IN A STATE OTHER THAN CALIFORNIA, CERTAIN PROVISIONS OF THE LEASE MAY NEED
TO BE REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PREMISES IS LOCATED.
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Hod ik

above their resp ignat

The parties herelo have executed this Lease at the place and on the dates sp

Executed at: MODESTO, CA Exacuted al: MODESTO, CA

On: Apxil 315, 2020 On: Bpril 1S, 2020

By LESSOR: By LESSEE:

DUKE THOMAS LEFFLER, TRUSTEE,PAULA SAGARTS LEFFLER MDS BUSINESS SERVICES LLC,

= "Y DocuSgned by:

oy (L d Trpg e o) LT

Nisme RiiptoixDiRf, THOMAS LEFFLER NAme Pyaled: MARK, PONTICELLT

Title: Title:

Phone: (209) 662-7513 Phona: (209) 672-9088

Fax: Fax:

Email: DURELEFFLERG GMAIL . COM Email: MARK@ PEOPLESREMEDY , COM

DuocuBigned by: g

Bﬁﬂ@ By, ol —

Name Rrinteds A ZAGRRIS LEFFLER Name PrirdeciMARLONE MERCADO

Tille: Title:

Phone: Phone: (408) 648-7378

Fax: Fax:

Email: Email: MARLOWE@PEOPLESREMEDY , COM

Address: 1120 SCENIC DRIVE Address: 8265 LAKE WILLOW WAY

MODESTO, CA 95350 ELK GROVE, CA 95758

Federal ID No.: Faderal ID No.:

BROKER BROKER

NONE NONE

Att: Att

Tille: Title; MARK ADDRESS ;

Address: Address: 3901° ZAKESSIAN COORT
MODESTO, CA 95356

Phone: Phone:

Fax: Fax:

Emall: __ Emall:

Federal {D No.: Federal ID No.:

Broker/Agent DRE License #; Broker/Agent DRE License #:

AIR CRE. 500 North Brand Blvd, Sulte 900, Glendale, CA 91203, Tel 213-687-8777, Emall confracts@aircre.com
NOTICE: No part of the works may be reproduced in any form without permission in wriling.
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AR

ADDENDUM

Date: April 15, 2020 _

By and Between
Lessor; DUKE THOMAS LEFFLER, TRUSTEE,PAULA ZAGARIS LEFFLER
L MDS BUSINESS SERVICES LLC.

Property Address; 1119 LONE PAIM AVE.

MODESTO CA 95351
(slreet address, city, state, zip)

Paragraph 51

in the even! of any confiict the pravis} ol this Add and the printed provisions of the Lease, this Addendum shall conirol.
A) LESSOR IS AS FOLLOWS: -"DUKE THOMAS LEFFLER, TRUSTEE OF THE DUKE THOMAS LEFFLER
SEPARATE PROPERTY TRUST DATED AUGUST 8, 2015 AND RESTATED APRIL 13, 2017 AND PAULA
ZAGARIS LEFFLER, TRUSTEE OF THE PAULA ZAGARIS LEFFLER SEPARATE FROPERTY TRUST DATED
AUGUST 14, 2014v.

B) THIS LEASE AND POSSESSION OF THE PROPERTY BY LESSEE IS SUBJECT TO THE PROPERTY
BEING VACATED BY THE CURRENT LESSEE, FLOWER'S BAKING COMPANY ("FBC"), ON OR BEFORE
MAY 31, 2020.

C) THIS LEASE AND POSSESSION OF THE PROPERTY BY LESSEE 1§ SUBJECT TO LESSEE OBTATNING
THE NECESSARY APPROVALS AND PERMITS FOR LESSEE'S INTENDED USE OF THE PROPERTY ON OR
PRIOR 'TO AUGUST 1, 2020 OR A MUTUALLY AGREEABLE EXTENSION THEREOF AS WELL AS NO
OBJECTION BY THE “INDUSTRIAL BUSINESS PARK" OWNERS OF ADJACENT PROPERTIES. SHOULD
LESSEE FAIL TO OBTAIN THE NECESSARY APPROVALS AND PERMITS, LESSOR SHALL REFUND THE
$42,352,72 TO LESSEE THAT WAS DEPOSITED UPON EXECUTION OF THIS LEASE AND LESSEE AND
LESSOR SHALL HAVE NO FURTHER OBLIGATION TO THE EACH OTHER.

D) UPON "FBC" VACATING THE PREMISES,LESSEE MAY OCCUPY THE PREMISES AND SHALL PAY
"OPTION RENT" TO LESSOR IN THE AMOUNT OF $6,000.00 PER MONTH UNTIL AT SUCE TIME THE
APPROVALS AND PERMITS FOR LESSEE'S USE IS GRANTED BY GOVERNMENTAL AGENCIES, AT WHICK
TIME, TEE LEASE SHALL COMMENCE ON THE FIRST DAY OF THE NEXT CALENDAR MONTH FOR A
PRRIOD OF 120 MONTBS AT THE INITIAL AMOUNT OF $12,000.00 PER MONTH PLUS TEE MONTHBLY
ASSOCIATION FEE OF $380.00, PROPERTY TAXES, INSURANCE AND OTHER EXPENSES PURSUANT TO

THE LEASE. .

E) PARA., 1.8 - "LESSEE" IS THE INSURING PARTY UNDER THIS LEASE AND SHALL PROVIDE OR
REIMBURSE LESSOR FOR THE COST OF THE INSURANCE PURSUANT TO PARA. B OF THE LEASE
AGREEMENT .

F) LESSEE IS HEREBY MADE AWARE THAT DUKE THOMAS LEFFLER AND PAULA ZAGARIS LEFFLER ARE
REAYL ESTATE AGENTS LICENSED IN THE STATE OF CALIFORNIA,

AIR CRE, §00:North Brund Bivd, Suite 800, Glendale, CA 84203, Tel 212-887-8777, Emall contracts @airere.com
NOTICE: No part of the works may be reproduced in any form without permission in writing.
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AIR

RENT ADJUSTMENT(S)
STANDARD LEASE ADDENDUM

Dated April 15, 2020

By and Between
Lessor: DUKE THOMAS LEFFLER, TRUSTEE, PAULA ZAGARTS LEFFLER
L :MDS BUSINESS SERVICES LLC.

Property Address: 1119 LONE PATM AVE.
MODESTO Ca_ 95351
(street address, city, state, zip)

Paragraph 52
A RENT ADJUSTMENTS:
The monthly rent for each month of the adjustment period(s) specified below shall be Increased using the method(s) indicaled bejow.
(Check Method(s) 1o be Used and Fill in Appropriately)
O I Costof Living Adjustmentis) {COLA)
a. On (Fill in COLA Dates):

the Base Rent shall be adjusled by the change, If any, from the Base Month specified below, in the Consumer Price Index of the Bureau of Labor
Statistics of the U.S. Department of Labor for (select one): [ CPt W (Urban Wage Earners and Clerical Workers) or [ CPI U (All Urban
Consumers), for (Fiil in Urban Area):

Allitems (1982-1984 = 100), herein refemed to as "CPI".

b. The monthly rent payable In accordance with paragraph A l.a. of this Addendum shall be caleulated as follows: the Base Rent
sel forin in paragraph 1.5 of the atlached Lease, shall be multiplied by a fraction the numerator of which shall be the CPI of the calendar month 2
months prior 1o the month(s) specified in paragraph A l.a. above during which the adjustment is 1o lake effect, and the denominater of which shalt
be the CPi of the calendar month which Is 2 months prior to (select one): the [7) first month of the term of this Lease as sel forth ln paragraph 1.3
("Base Month™) or [J (Flll in Other "Base Month™: . The sum so calculated shall
constitute the new monthly rent hereunder, but in no event, shail .any such new monthly rent be less than the rent payable for the month

ir p ding the rent adj

. In the event the compliation and/or publication of the CPI shall be transferred to any other governmental depariment or bureau
or agency or shall be discontinued, then the index most nearty the same as the CPI shall be used lo make such calculation. In lhe event that the
Pariies cannot agree on such altemative Index, then the matter shall be submitled for decislon 1o Ihe American Arbltration Assaciatlon In
accordance with the then rules of sald Assoclalion and ihe decislon of the arbitrators shall be binding upon the parlies. The cost of sald Arbliration
shall be paid equally by the Parties.

INITIALE INITIA]
® 2017 AIR CRE. All Rights Reserved. RA-7.00, Revised 01-03-2017

PMZ Commereial, 1120 Scenic Dr. Modcsto CA 95350
Phonc: 209.491 3414 Fax: 209.527.4820 Duke Lefler 1119LonePalmAve,
Producad with xipFarar® by zipLogix 16070 Fiflsen Mile Road, Fraser, Michigan 48026  ww .ziol oghy com




UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 53

DocuSign Envelope ID; 97303408-11A3-48FB-ABBE-95AF93A0F610

oo Market Rental Value Adjustment(s) (MRV)
a, On (Fill in MRV Adj 1t Dats(s):

the Base Renl shall be adjusted to the "Markel Rental Value™ of the property as follows:

1) Four months prior 1o each Market Rental Value Adjustment Date described above, the Parties shell attempl to agree
upon whal the new MRV wifl be on the adjusimant date. If agreement cannot be reached within thirty days, then; -

(a) Lessor and Lessee shall | diately appoint @ mutuall p pp or broker 10 establish the new
MRV within the nexl 30 days. Any associaled costs will be splil equally between the Parties, or

{b) Both Lessor and Lessee shall each immediately make a reasonable delermination of the MRV and submit
such determination, in writing, lo arbitration in accordance with the following provisions:
() Within 16 days thereafter, Lessor and Lessee shall each seled an Independent third party
[ appralser or ] broker ("Coneultant™ - chack one) of their choice fo act as an arbltrator {Note: the partles may not setect elther of the Brokers
that was involved in negoliating the Leasa). The two i 80 appainted shall diately selecl a third mutually acceplable Consullant to
act as a third arbitrator.

(il) The 3 arbitrators shall within 30 days of the appointment of the third arbitrator reach a decision as
to what the aclual MRV for the Premises is, and whether Lessor's of Lessee's submitled MRV Is the closest thereto. The decision of 2 majority of
the arbitrators shall be binding on the Parties. The submitied MRV which is delarmined. 1o be the closes! {o the actual MRV shall thereafter be
used by the Partles,

()] If elther of the Parlies falls to appoint an arblirator within the specified 15 days, the arbitrator fimely
appointed by one of them shall reach a decision on his or her own, and said decision shalt be binding on the Parties.

(V) The entire cosl of such arbitration shall be paid by the party whose submilted MRV is not selected,
i.e., the one that is NOT the closest lo the actual MRV.

2) When detemmining MRV, the Lessor, Lessee and Consultants shall consider the lerms ol comparable market
transactions which shall include, but no limited to, rent, rental adjustments, abated rent, lease lerm and finandial condilion of tenants,

3) Notwith ding the faregoing, the new MRV shall not be less than the fent payable for the month Immediately
preceding the rent adjustment.
b, Upon the establishment of each New Market Rental Valte:
1) the new MRV will become the new "Base Rent” for the purpose of calculating any further Adjustments, and
2) the first month of each Market Rental Value ferm shall become Lhe new ‘Base Month' for the purpose of calculating
any further Adjustments,

I,  Fired Rental Adjustment(s) (FRA)

The Base Rent shall be Increased to the following amounts on the dates set forth below;
On (Flll In FRA Adjustment Date(s)): The New Base Rent shall be:
THE RENT SHALL INCREASE IN THE
AMOUNT OF 2.5% PER ANNUM FOR
THE INITIAL LEASE TERM AND
ANY EXTENSION THEREOK.

AIR CRE. 500 North Brand Bivd, Suite 900, Giendale, CA 91203, Tel 213-687-8777, Emall contracts@alrcre.com
NOTICE: No part of the works may be reproduced In any form without permission in writing.
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OPTION(S) TO EXTEND
STANDARD LEASE ADDENDUM

Dated: April 15, 2020

By and Between
Lessor: DUKE THOMAS LEFFLER, TRUSTEE, PAULA ZAGARTS LEFFLER

Lessee:MDS BUSINESS SERVICES LLC.

Property Address: 1119 LONE PAIM AVE
MODESTO CA 95351

(street address, city, stale, zip)
Paragraph 53
A. OPTION(S) TO EXTEND:

Lessor hereby granls fo Lessee the option to extend the term of this Lease for ONE addilional SIXTY.
monih period(s) commencing when lhe prior term expires upon each and alf of the following terms and conditions:

(0] In order fo exercise an option o extend, Lessee musl give writien notice of such election to Lessor and Lessor musi receive the
same at least 3 but not more than 6 monihs prior to the dale that the option pericd would commencs, fime being of the essence.
It proper notificalion of the exercise of an option Is not given and/or received, such option shali automatically explre, Options (it there are more than
one) may only be exercised consecutively.

(i)  The provisions of paragraph 39, including those relating to Lessee's Default sel forlh in paragraph 30.4 of this Lease, are conditions
of this Option,

(i)  Except for the provisions of this Lease granting an opfion or options to exiend the term, ali of the terms and conditions of this Lease
except where specifically modified by this option shall apply.

(iv) This Opfion is personal 1o the original Lessee, and cannol be assigned or exercised by anyone other than sald original Lessee and
only while the original Lessee Is in full possession of the Premises and without the intention of thereafier assigning or subletting,

(v)  The monthly rent foreach month of ihe option period shall be caloulated as follows, using the method(s) indicated below:
(Check Method(s) to be Used and Fill in Appropriately)

0 I Cost of Living Adjustment(s) (COLA)
a.  On (Fill in COLA Dates):

Ine Base Renl shall be adjusted by the change, If any, from Ihe Base Month specified below, in the Consumer Price Index of the Bureau of Labor
Statlstics of the U.S. Department of Labor for (seiect one): [] CPl W (Urban Wage Eamers and Clerical Workers) or [] CPI U (Al Urban
Consumers), for (Fill in Urban Area):

All llems (1982-1984 = 100), herein referred fo as "CPI"

b.  The monthly rent payable in with paragraph A l.a. of this A shall be as follows: the Base Rent set farth in
paragraph 1.5 of the atlached Lease, shall be muliiplled by a fraction the numerator of which shall be the CP! of the calendar month 2 months prior
to the monin(s) specified in paragraph A.l.a, above during which the adjusiment s to take effect, and the denominator of which shall be the CP of
the calendar month which is 2 months prior to (select one): [T the first month of the term of this Lease as set forth in paragraph 1.3 ("Base Month")
or [ (Fill in Other "Base Month"); :

The sum so calculated shall constitule the new monthly rent hereunder, bul in no event, shall any such new monthly rent be less than the rent
payable for the month immediately preceding the rent adjustment.
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¢. In the event the compliation and/or publication of the CPI shall be transferred to eny other govemmental department or bureau or agency
or shall be discontinued, then the index most nearty the same s the CPI shall be used to make such caleulation. in the even! that the Parties
cannot agree on such allemative index, then the matter shalt be sub for to the i Artitration A iation in accordance with
the then rules of sald Assoclation and the declslon of the arbltralors shall be binding upon the parties. The cost of sald Asbliration shall be pald

equatly by the Parlles.

[ M. Market Rental Value Adjustment(s) (MRV)
8. On (Fill in MRV Adjustment Date(s))

- the Base Rent shall be edjusted to the "Markel Rental Value® of ihe properly as follows;
1) Four months prior to each Market Rental Value Adjustment Dale described above, the Parlles shall attempt to agree upon what the
new MRV will be on the adjusiment date. if agreemen| cannol be reached, wilhin thirty days, then;

a) Lessor and Lessee shall inmediately appoint a mutually acceptable appraiser of broker lo establish the new MRV wilhin the
next 30 days. Any associaled costs will be spiit equally between the Parties, or

(b) Bolh Lessor and Lessee shall each immedialely make a remsonable determinalion of the MRV and submif such’
determination, in wriling, to arbitration in accordance wilh the following provisions:

()  Within 15 days {hereafter, Lessor and Lessee shall each select an independent third parly [] appralser or [] broker
("Consultant" . check one) of their, choice 1o act as an arbiirator (Note: the parlies may not select either of the Brokers that was involved in
negoliating the Lease). The two arbitrators so appointed shall immediately selecl a third mulually acceptable Consultant to act as a third arbiirator,

(i) The 3 arbilralors shall within 30 days of the appointment of the third arbitralor reach & decision as 10 what the actual
MRV for the Premises is, and whether Lessors or Lessee's submitted MRV is the closest thereto. The decision of a majority of the arbitralors shall
be binding on the Perlies. The submitted MRV which is determined to be the closes! 1o the aclual MRV shall thereafier be used by the Parties.

(i) it elther of the Parlles falls to appolnt an erbitraior within the specified 15 days, the arbitrator imely appolnted by one of
them shall reach a decision on hls or her own, and said decizsion shall be binding on the Pariles,

(v} The entire cost of such arbliration shall be pald by the party whose submiited MRV Is nol selected, ie. the one that Is
NOT the closest 1o the actual MRV,

2)  Wnen determining MRV, the Lessor, Lessee and Consullants shall consider he lems of comparable market transactions which
shall include, bul not limited 1o, rent, renlal adjusiments, abated renl, lease ierm and financial condition of {enants.

3)  Natwithstanding the foregoing, the new MRV shalt not be less than the rent payable for the month immediately preceding the rent
adjustment.

b.  Upon the establishment of each New Markel Rental Value:

1)  the new MRV will become the new "Base Rent” for the purpose of calculating any further Adjustments, and
2) the first month of each Markel Rental Value lerm shall become the new "Base Month" for the purpose of calculating any Rurther
Adjustments.

¥ M. Fixed Rental Adjustment(s) (FRA}
The Base Rent shall ba increased to the following amounts on the dales set forth below:

On {Fiil in FRA Adjustmeni Dale(s)): The New Base Rent shall be:
THE RENT SHBALL INCREASE IN THE
AMOUNT OF 2.5% GREATER TEAN
THE FINAL YEAR OF THE INITIAL

LEASE TERM AND EACH SUBSEQUENT
YERR,

[0 V. Initlal Term Adjustnents.
The formula used to calculale adjustments Lo the Bese Rale during the original Term of the Lease shalt continue o be used during the exiended

temmn,
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B. NOTICE:
Unless specified otherwise herein, notice of eny rental edjustments, other than Fixed Rental Adjustments, shall be made as specified in

paragraph 23 of he Lease.

C. BROKER'S FEE:
The Brokers shall be paid a Brokerage Fee for each adjustment specified above in accordance with paragraph 15 of the Lease or it applicable,

paragraph 9 of the Sublease.
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ARBITRATION AGREEMENT

Standard Lease Addendum

Dated: April 15, 2020

By and Between
Lessor; DUKE THOMAS LEFFLER, TRUSTEE,PAULA ZAGARIS LEFFLER
Lessee: MDS BUSINESS SERVICES LIC.

Property Address: 1119 LONE PAIM AVE.
MODESTO CA 95351
(street address, cily, stale, zip)

Paragraph 54

A.  ARBITRATION OF DISPUTES;

Excepl as provided in Paragraph B below, the Parties agree 1o resoive any and all claims, dispules or disagreements arising under this Lease,
including, but not limiled to any matier relating to Lessor's faliure to app an i b or other transfer of Lessee's Inlerest In he
Lease under Paragraph 12 of this Lease, any other defaulis by Lessor, or any delauhs by Lessee by and through arbitration as provided below and
Irrevocably walve any and all rights ta the contrary. The Parlies agree to at ali imes conduct themselves in stricl, full, complele and timely
accordapce with the terms hereof and that any atiempt to ¢ircumvent the tarms of this / Ag t shall be ly null and vold and of
no force or effect whatsoever.

B. DISPUTES EXCLUDED FROM ARBITRATION:

The following claims, disp or disag vents under this Lease are expressly excluded from the arbitralion procedures sel forth herein: 1.
Dispules for whuch a different luti tion is specifically set forih in this Lease, 2. All claims by either parly which (a) seek anything
other than enforcement or delerminalion of rights under this Lease, or (b) are primarity founded upon mallers of fraud, willful misconduct, bad faith
of any olher allegations of forlious aclion, and seek the award of punitive or exemplary damages, 3. Claims relating 1o (2) Lessor's exercise of any
unlawful detainer rights pursuant to appiicable law or (b) rights or remedies used by Lessor to gain possession of the Premises or terminate
Lessee's right of possession to the Premises, all of which disputes shall be resotved by sult filed in the applicable cour of Judsdiction, the decislon
of which courl shall be subject to appeal pursuani to. applicabie law 4. Any claim or dispute thal Is within the Jurisdiction of the Small Claims Court
and 5, All claims arising under Paragraph 38 of this Lease.

C. APPOINTMENT OF AN ARBITRATOR:
All disputes subject fo this Arbliration Agreement, shall be determined by binding arbitration before: [X] a retired judge of the applicable court of
Jurisdiction (e.g., the Superior Courl of the Stale of Califarnia) affilialed with Judicial Arbltration & Mediation Services, Inc. ("JAMS"), [] the American
Arbitration Assacialion ("AAA") under s commercial arbliration rules, [J

'

, or a5 may be otherwise mutually agreed by Lessor and Lessee (the "Arbltrator”). In the event tha! the parties elecl lo use an arbhirator other than
one affilated with JAMS or AAA then such arbitrater shall be obligated 1o comply with the Code of Ethlcs for Adilrators In Commercial Disputes
{see: hiip, adr.ol S 0f odeld=/UCM/ADRSTG 0013867 ). Such arbitralion shall be inilialed by the Parties, or either of them,
within ten (10) days after either party sends wrillen netice (the “Arbitration Notice”) of a d d to arbit by regl d or certified mall 1o the
olher party and to the Arbitrator. The Arbitration Notice shall contain a description of the subject matter of the arbitralion, the dispute with respect
therato, the amount involved, If any, and the remedy or delenmination soughl. If the Parties have agreed (o use JAMS they may agree on a refired
judge from the JAMS panel. If they are unable to agree within ten days, JAMS will provide a list of three available Judges and each party may sinke
one. The remaining judge (or if there are two, the one selected by JAMS) will serve as the Arbitrator. If the Parties have elected to vtilize AAA or

%‘s

some other organization, the Arbiirator shall be selected in wilh sald or 's rules. In the event the Arbitrator is not selected as
provided far above for any reasan, the party Infiating arbitration shall apply 1o the appropriate Court for the appoiniment of a qualified retired judpe
to act as the Arbitrator.
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D. ARBITRATION PROCEDURE:

1. PRE-HEARING ACTIONS. The Arbitralor shab schedule e pre-heering conference lo resolve procedursl metters, arrange for the
exchangs of information, obtain stipulafions, and narrow the issues. The Parlies will submil proposed discovery schedules lo the Arbiirator al the
pre-hearing conference. The scope and duration of discovery will be within the sole discretion of the Arbltrator. The Arbitrator shall have the
discretion to order a pre-hearing exchange of Informalion by the Partles, including, without limitafion, production of requested documents, exchanpe
of summaries of teslimony of proposed witnesses, and examinalion by deposilion of parlies and third-party witnesses. This discrelion shall be
exercised in favor of discavery b

under the circt The Arbilrator shall issue subpoenas and subp duces lecum as provided
for in the applicable statutory or case law (e.g., in Califomia Code of Civil Procedure Section 1282.6).

2. THE DECISION. The amitration shall be conducted in the clty or counly within which the Premises are localed at a reasonably
convenlent slle. Any Party may be represented by counsel or olher authorized representative. In rendering a declsion(s), the Asbltralor shalt
determine lhe rights and obligations of the Parties accoiding to the substantive laws and the lerms and provisions of this Lease, The Arbitrator’s
decislon shall be based on the evidence introduced st the hearing, Including all logical and reasonable inferences Iherefrom. The Arbitrator may
make any determination andfor grant any remedy or relief that is just and equitable, The decision must be based on, and accompanied by, a wrilten -
slatement of decision explaining the faclual and lega! basis for the decision as lo each of the principal controverted issues. The decision shall be
conclusive and binding, and it may be d as a jud by the court of applicable jurisdiclion, subject only to challenge on the
prounds sel forth In the applicable stalutory or case law (e.4., in California Code of Civil Procedure Section 1286.2). The validity and enforceability
of the Arbltrator's decislon Is to be determined. exclusively by the court of appropriate Jurisdiction pursuant to the provislons of this Leese. The
Arbltrator may award costs, including without limitation, Arbitrator's fees and costs, anomeys fees, and expen and witness costs, to the prevalling
party, i any, as delermined by lhe- Arbitrator |n his discretion,

Whenever a matter which has been submmad lo arblitralion involves a dispute as to whether or not a particular act or omission (other than a
failure to pay money) constituies & Defaull, the time to commenca or cease such action shall be {olled from the date that the Notice of Arbilration is
served through and until the date the Arbitralor renders his or her decision. Provided, h , that this provision shall NOT apply in the event that
the Arbi i that the ion Nolice was prep in bad taith.

Wnenever & dispute arises between the Partles concerning whether or not Lhe fallure to make e payment of money constilutes a defaull, the
service of an Arbilration Nollce shall NOT toll the time period In which to pay the money. The Party allsgedly obligated o pay the money may,
however, elect 10 pay the money "under protest” by accompanying sald payment with a written statement setilng forth the reasons for such protest,
If theresfier, the Arbitrator determines thal the Party who received said money was not entited to such payment, said money shatl be promptly
returned 1o the Party who paid such money under protesl together with Interest thereon as defined in Paragraph 13.5. i a Party makes a payment
"under protest” bul no Notice of Arbitraiion is filed within thirty days, then such protesl shall be deemed waived. (See also Paragraph 42 or 43)

AIR CRE. 500 North Brand Bivd, Suite 900, Glendale, CA 91203, Tel 213-687-8777, Emall contracts@aircre.com
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GUARANTY OF LEASE

WHEREAS, DUKE THOMAS LEFFLER, TRUSTEE,6 PAULA ZAGARIS LEFFLER , hereinafter
"Lessor’, and : MDS BUSINESS SERVICES LIC. , hereinafler "Lessee", are aboul 1o
execute a document enlilled "Lease” daled April 15, 2020 conceming the premises commonly
known as 1119 LONE PAIM AVE, - wherein Lessor will
lease the premises 1o Lessee, and -

WHEREAS, - MARK PONTICELLI AND MARLOWE MERCADO hereinafter
"Guarantors” have a financlal interest in Lessee, and

WHEREAS, Lessor would nol execute the Lease il Guarantors did not execute and deliver (o Lessor this Guaranly of

{ease.

NOW THEREFORE, in consideration of the execution of said Lease by Lessor and as a material inducement 1o
Lessor o execule said Lease, Guarantors hereby jointly, severally, unconditionally and Irrevocably guarantee the prompt
paymenl by Lessee of all fents and all other sums payable by Lessee under said Lease and the faithful and prompt
performance by Lessee of each and every one of the temms, condilions and covenants of said Lease to be kept and performed
by Lessee,

It is specifically agreed by Lessor and Guarentors that (i) the 1emms of the foregoing Lease may be modified by
agreement between Lessor and Lessee, or by a course of conduct, and (ii) sald Lease may be assigned by Lessor or any
assignee of Lessor without consent or notice to Guarantors and that this Guaranty shall guarantee the performance of said
Lease as so modified.

This Guaranty shall not be released, modified or affected by the failure or delay on the part of Lessor to enforce any
of the rights or remedies of ihe Lessor under said Lease,

No notice of default by Lessee under the Lease need be given by Lessor to Guarantars, it being specifically agreed
that the guarantes of the undersigned is a continuing guarantee under which Lessor may proceed immediately against Lessee
andlor against Guarantors following any breach or defaull by Lessee or for the enforcement of any rights which Lessor may
have as against Lessee under the terms of the Lease or at law or in equity.

Lessor shall havs the right to proceed against Guarantors following any breach or default by Lessee under the
Lease without first proceeding against Lessee and without previous notice to or demand upon either Lessee or Guarantors.

Guarantors hereby waive {a) notice of acceptance of (his Guaranly, (b) demand of payment, presentation and
protest, (c) all right to assert or.plead any statute of limitations refating to this Guaranty or the Lease, (d) any right 1o require the
Lessor to proceed against the Lessee or any other Guarantor or any other person or entity liable 1o Lessor, {8) any right to
require Lessor to apply o any defaull any security deposit or other security it may hold under the Lease, {f) any right to require
Lessor to proceed under any other remedy Lessor may have before proceeding against Guarantors, (9) any right of
subrogation that Guaranlors may have againsi Lessee.

Guarantors do hereby subordinate alt existing or fulure indebtedness of Lessee to Guarantors to the obligations
owed to Lessor under the Lease and this Guaranty. :
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If & Guarantor is married, such Guarantor expressly agrees thal recourse may be had against his or her separate
property for all of the obligations hereunder.

The obligations of Lessee under the Lease to execute and deliver estoppel statements and financia slatements, as
therein provided, shall be deemed to also require the Guarantors to do and provide the same 1o Lessor. The failure of the
Guarantors to provide the same 1o Lessor shalt constitute a default under the Lease.

The ferm "Lessor" refers to and means the Lessor named in the Lease and also Lessor's successors and assigns.
So long as Lessor's Interest In the Lease, the leased premises or the rents, issues and profits therefrom, are subject to any
morigage or deed of trusk or assignment for secunily, no acquisition by Guarantors of the Lessor's inlerest shall afleci the
continuing obligation of Guarantors under this Guaranty which shall neveriheless continue in full force and effect for the benefit
of the morigagee, beneficiary, trustee or assignee under such mortgage, deed of trust or assignment and their successors and
assigns.

The term "Lessee” refers to and means the Lessee named in the Lease and also Lessee’s successors and assigns.

Any recovery by Lessor from any other guarantor or insurer shall first be credited to the portion of Lessee's
indebtedness to Lessor which exceeds the maximum liability of Guarantors under this Guaranty,

No provision of this Guaranty or right of the Lessor can be waived, nor can lhe Guarantors be released from their
obligations except in wriling signed by the Lessor,

Any litigation concerning this Guaranty shall be initiated in a state court of competent jurisdiction in the county In
which the leased premises are located and the Guarantors consent to the jurisdiction of such court. This Guaranty shall be
governed by the laws of the State in which the leased premises are located and for the purposes of any rules regarding
conflicts of law the parties shall be treated as if they were all residents or domiciles of such State.

In the event any action be brought by said Lessor againsl Guarantors hereunder to enforce the obligation of
Guarantors hereunder, the unsuccesstul perly in such action shall pay {o the prevaliing parly therein a reasonable atlomey’s
fes. Tha attorney's fee award shall not be computed in accordance with any court fee schedule, but shall be such as to full
reimburse all attomey's fees reasonably Incurred.

If any Guarantor is & corporation, partnership, or limiled liability company, each individual executing this Guaranty on
said entity's behalf represents and warrants that he or she is duly authorized 1o execute this Guaranty on behalfl of such entily.

If this Form has heen filted in, it has been prepared for submisslon to your attomey for his approval. No representation
or recommendation Is made by the AIR CRE, the real estate broker or Its agents or employees as to the legal
sufficiency, legal effect, or tax consequences of thie Form or the transaction refating thereto,

GUARANTORS Executed at: MODESTO, CA
MARK PONTICELLI On; April 15, 2020
MARLOWE MERCADO

Doculkined by: DocuSigned by:
ai: i 2 By| bt~
N E¥BRK PONTICELLI Narve-PHABECHERSLOWE MERCADO
Title: Tille:
Address: 3301 ZBKESSIAN COURT Address: 8265 LAKE WILLOW WAY
MODESTO, CA 95356 ELK GROVE, CA 95758
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GRANT OF EASEMENTS
AND DECLARATION OF COVENANTS, CONDITIONS AND RESTRICTIONS
(Modesto, California)

This Grant of Easements and Declaration of Covenants, Conditions and Restrictions running with
the land (this "Declaration"”) is made and entered into this 27th day of February, 2015, by ARG
Investments, LLC, 2 Washington limited liability company (hereinafter designated and referred to as
both a "Declarant” and the "Developer") .

RECITALS

This Declaration is made in contemplation of and with reference to the following facts,
understandings and intentions of the parties: .

A. Declarant is the owner of contiguous parcels (which parcels are individually referred to as
a "Parcel” and collectively referred to as the "Parcels™) of real property (the "Property™) situated in the City
of Modesto, County of Stanislaus, State of California, identified as Parcels 1 through 6 as shown on that
certain Parcel Map filed _ﬁ_«:’z:r_ﬂgﬂf_, in Book 51 _, of Parcel Maps at Page_IB ,
Official Records of Stanislaus County, a copy of which Parcel Map is attached hereto as Exhibit "A " and
incorporated herein. The Developer, as well as any other owner of a Parce] within the Industrial Business
Park (as defined below), are sometimes hereinafter called, individually "Declarant® or "Owner" and,
collectively the "Declarants" or "Owners".

B. It is the purpose and intent of the Declarants to.maintain and operate all of the respective
Parcels as a light industrial business park (the "Industrial Business Park" or "IBP") in the manner set forth
herein, including, without limitation, the common road that serves all Parcels (the "Common Road"™) as
depicted on Exhibit "B" attached hereto and incorporated herein (the "Site Plan").

C. The party, or parties, hereto intend that the easements and servitudes under this Declaration
shall bind and inure to the benefit of the Parcels and any portion into which such lands may be divided, and
of the parties and their assigns and successors in interest, as- covenants running with the land pursuaat to
California Civil Code Section 1460, and shall be deemed double covenarts pursuant to California Civil
Code Section 1468.

NOW, THEREFORE, in consideration of the mutnal covenants and agreements herein set forth, the
following encumbrances shall be binding upon the Developer and Declarant and all future Parcel Owners
and shall attach to, and run with, their respective Parcel or Parcels and shall be for the bensfit of and shall
be limitations upon any future Owner or Owners of the Parcels, and each easement granted herein shall be
appurtenant to the dominant estate, and all promises, covenants, conditions, restrictions, and encumbrances
shall be covenants running with each and every portion of the land comprising the Industrial Business Park.

ARTICLE 1
USE AND OPERATION

1.1 Permitted Uses. Neither the Industria! Business Park nor any part thereof shall be used,
and no building or other improvement shall be constructed, maintained or used for any purpose other than
light industrial, wholessle, retail (to the extent allowed under applicable zoning ordinance and land use
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regulations), general storage, office/warehouse and general office of the type common to & first-class
industrial business park, including, without limitation, parts warehouse and distribution, packaged food
‘storage and distribution, companies engaged in construction, development, engineering, environmental,
property maintenance or security, services and similar service businesses.

12 Prohibitions,

(a) No portion of the Industrial Business Park shall be used for the purposes of any
manufacturing, auto repair, auto body and/or paint shop, cabinetry shop, welding, entertainment or
recreational facility, or training or educational facility without the prior written consent-of the majority of
the Declarants. As used herein "entertainment or recreational facility” includes, but is not limited to, a night
club, kid’s play or party center, health studio or_gym, or other place of similar character. "Training or
educational facility” inchudes, but s not limited to, any place of instruction or any other operation catering
primarily to students or trainees rather than fo customers of the Industrial Business Park.

(b) No noxious or offensive activity shall be carried on upon any Parcel nor shall
anything be done or placed thereon which is or may become a nuisance or which is or may become a public
or private nuisance or which is or may cause an unregsonable embarrassment, disturbance or annoyance fo
others. : ’

(c) No light shall be emitted from any Parcel or improvements thereon which is
unreasonably bright or causes unreasonable glare, and no sound or odor shall be emitted from any portion
of the Praperty, which would reasonably be found by others to be disruptive, noxious or offensive.

()] No obnoxious, toxic, caustic of corrosive chemicals, fuel, or gasoline, except
general supplies and those typically used in the ordinary course of business, such as adhesives, ink and
cleaning solvents, for use in the manner for which they were designed, in such amounts as may be normal
for permitted business operations in the Industrial Business Park.

() No dust, dirt or fly ash in excessive quantities.

® No mobile home or trailer court, junkyard, or kennel.

(g) No commercial disposal, incineration or reduction of garbage or refuse;

(h) No living quarters, sleeping apartment or lodging rooms.

()] No activity shall be conducted, and no improvemenits shall be constructed, on any
Parcel, which is or might be unsafe or hazardous to any person or the Property.

()] All facilities, objects, equipment and unsightly conditions, shall be enclosed within
a building structure or behind solid or visually screened fencing. - N

) No refuse, garbage, trash, lumber, grass, shrub or tree clippings, plant waste,
compost, metal, scrap, refuse or debris of any kind shall be kept, stored or allowed to accumulate on any
Parcel except that any container containing such materials may be placed outside at proper times for garbage
or trash pickup.
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() Except for comstruction trailers (which may be placed on Parcels during
construction or re-construction of improvements), or temporary facilities necessary for a Declarant to
conduct its business operation should there be an alteration or repair of Declarant's building, no tent, shack,
temporary structure or temporary building shall be placed upon any Parcel except with the prior written
consent of the majority of the Declarants, which consent shall not be unreasonably withheld.

(m)  Pipes for water, gas, sewer, drainage or other purposes, and wires, poles, antennae
and other facilities for the transmission or reception of audio, visnal or other electromagnetic signals or
electricity, and utility meters or other utility facilities shall be kept and maintained underground or within
an enclosed structure. No exterior radio antenna, television antenna, or other antenna of any type (including
satellite dishes) shall be erected or maintained on any Parcel, except that an Owner may erect an antenna
ift

(i)  such antennia is convenient or necessary to carry on the business conducted
by the Owner (or Owner's tenant) on the Parcel and such antennae is not
visible from Emerald Ave. or the Common Roadway; or

(i) Common Area Manager gives its consent to the erection of such an antenna,
where such consent shall not be unreasonably withheld, conditioned, or
delayed.

Should an antenna be erected, the erection of such antenna shall not be located
upon Common Area and shall be in compliance with all applicable statues, ordinances, regulations and
conditions of approval from the other Declarants.

(n) There shall be no interference with the established drainage pattern over any
property within the Property, except as approved in writing by the Common Area Mareger. Approval shall
not be granted unless provision is made for adequate alternate drainage. The “established drainage pattern”
shall mean the drainage pattern which exists as of the date first written above.

(o) Nothing shall be done or kept on any Parcel in violation of any law, ordinance,
rul¢ or regulation of any governmental authority having jurisdiction.

) No Owner shall use, or allow the use of, “Hazardouns Materials” (defined below)
on, about, under or in its Parcel, or the Industrial Business Park, except as part of the ordinary course of
business operation conducted therein in accordance with the standards of this Declaration. In the event of
a release in, about, under or on the Industrial Business Park, or any portion thereof, of any “Hazardous
Materials” (defined below), the Owner responsible for such release (which includes releases caused by the
Owner, or the occupant or tenant on Owner's Parcel, or their employees, agents, customers, invitees or
guests) shall immediately take such remedial actions as may be necessary to clean up the same in
accordance with the requirements of all Environmental Laws. Each Owner shall use, handle and store any
Hazardous Materials hereunder in accordance with the applicable requirements of Environmental Laws.
Each Owner shall notify the other Owners of any such release of Hazardous Materials of which it gains
knowledge or receives notice, and of any violation of Environmental Laws of which it receives notice from
any governmental agency having jurisdiction. Each Owner shall indemnify, defend, protect and hold the
other Owners harmless from and against any and all claims, actions, proceedings, losses, suits, liabilities,
damages, deficiencies, fines, penalties, costs or expense (including without limitation sums paid in
settlement of claims, reasonable attorneys® fees, consultants’ fees, investigation and laboratory fess, court
costs and litigation expenses), which arise out.of or in connection with the indemnifying Owner's breach
of the provisions of this Section 1.2(p).
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For purposes of this Section 1.2(p), the following terms shall have the following
meanings: (a) “Environimentel Laws” shall mean all present and firture statutes, ordinances, orders, rules
and regulations of all federal, state or local govemmental agencies relating to the use, generation,
manufacture, installation, release, discharge, storage or disposal of Hazardous Materials; and (b)
“Hazardous Materials” shall mean petroleum, petroleum products, asbestos, polychlorinated biphenyls,
radioactive materials, radon gas and any chemical, material or substance now or hereafter defined as or
included in the definition of “hazardous substances,” “hazardous wastes”, “hazardous materials”,
“extremely hazardous waste”, “restricted hazardous waste™ or “toxic substances”, or words of similar
import, under any Environmental Law, or listed or identified, in, or regulated by, any Environmental Law.

1.3 Non-Tnterference With Common Area. In order to provide for the orderly operation of
the Industrial Business Park:

(@) - No Declarant shalt permit any display, sale, storage or placement of any item,
product or material, including without limitation, portable signs or other objects belonging to an occupant
of dny Declarant's Parcel, outside the defined exterior walls, roof and permanent doorways of any building,
except behind solid or visually screened fencing. -

(b)  No Declarant shall permit any occupant of any Declarant's Parcel to carry any
merchandise or substancs or to perform any activity in relation to the use of any Declarant's Parcel which
would (i) cause or threaten the cancellation of any insurance covering any portion of the Industrial Business
Park or (if) increase the insurance rates applicable to other Declarant's Parcel(s) over the rates which would
otherwise be assessed.

(c)  Each Declarant shall usc all reasonable efforts to cause the employees, guests and
invitees of all occupants of its Parcel to park in the parking area located on its respective Parcel.

ARTICLE 2
BUILDING TYPE, APPROVAL AND CONSTRUCTION

2.1 Quality of Improvements. Except as provided hercinafter, each building to be erected in
the Industrial Business Park from the date of this Declaration, and any reconstruction, exterior remodeling,
coloring or slteration of any building within the Industrial Business Park, shall be of first quality
construction and architecturally designed so that the exterior building elevations (including materials and
colors) and any exterior signs will be aesthetically compatible and architecturally harmonious in all material
respects with all other buildings in the Industrial Business Park, the design criteria imposed by the City of
Modesto or County of Stanislaus, if any, and the written consent of the majority of Declarants, which
consent shall not be unreasonably withheld or delayed.

22 Exterior Appearance of Jmprovements. Any slteration, addition, remodeling, or
reconstruction of said buildings which involves any change in the exterior appearance thereof, including,
without limitation, elevations, height, coloring, canopy design or any material change in height of building,
shall be subject to the prior written approval of the majority of Declarants, which approval shall not be
unreasonably withheld or delayed, Once the exterior elevations have been approved, said building shall be
constructed only in accordance with the plans and specifications which effectuate such approved elevations.

2.3 Construction of Improvements. All construction, alteration, or repair work undertaken
by the Owner of any Parcel shall be accomplished in the most expeditious manner possible and in
compliance with all applicable laws, regulations, and ordinances of any governing public agency with

6
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jurisdiction. All construction shall utilize new materials, and shall be perfonmed in a good, safe,
workmanlike manner, The party undertaking such work shall take all necessary measures to minimize any
damage, disruption, inconvenience or adverse effect which might be caused by such work to the other
parties and/or the Parcel on which the work is being accomplished. The party undertaking such work shall
repair in a timely manner at its own cost and expense any and all damage caused by such work and shall
restore the affected portion of the Parcel upon which such work is performed to a condition which is equal
to or better than the condition which existed prior to the beginning of such work. In addition, the party
undertaking such work shall pay all costs and expenses associated therewith and shall indemnify, defend
and hold the other parties harmless from zll claims, damages, losses, liabilities, actions, proceedings and
costs (including reasonable attorneys® fees and costs of suit), including liens, and any accident, injury or
loss or damage whatsoever occurring to any individual or to the property of any individual arising out of or
resulting from any construction activities performed or authorized by such indemnifying Owner. Notice of
the work to be undertaken shali be given only when such construction will interfere with, disrupt or
inconvenience other Owners or their tenants or suppliers, Where the prior written approval of the exterior
elevations of such work is required by any other provision hereof, such exterior elevations shall be included
with such notice. Each Owner further agrees that its construction activities shall not:

(8)  Cause any unreasonable cost of construction, alterations, repair or maintenance
upon another Owner's Parcel;

(b)  Unreasonably interfere with construction work being performed on any other part
of the Industrial Business Park;

()  Unreasonably interfere with the use, occupancy or enjoyment of any part of the
remainder of the Industrial Business Park by any other Owner or its permitted users;

(d) Cause any improvement located on another Parcel to be in violation of any law,
rule, regulation, order or ordinance of any governmental agency with jurisdiction.

24 Fire Rating. Each building constructed or rebuilt as set forth in this- Declaration, shall
meet all the governmental codes for fire safety and standards of the Insurance Services Office, Inc., or other
similar Jocal organizations having jurisdiction over the Property or shall be constructed in such a manner
as not to adversely affect the fire rating of any building built upon any other Parcel in the Industrial Business
Park, The purpose of this Section 2.4 is to allow buildings built on each Parcel to be fire rated as separate
and distinct units without deficiency charge. In addition, no building shall be built in such a manner as to
adversely affect the structural integrity of any other building on the Industrial Business Park.

ARTICLE 3
SIGNS

3.1 Sign Approval. All signs for the Industrial Business Park shall comply with all
govemnmental requirements applicable thereto; provided, however, that in no event shall there be any
rooftop, flashing or audible signs in the Industrial Business Park. Subject to the foregoing and the approval
of applicable governmental authorities, each party as grantor hereby grants to the other parties for the benefit
of the other parties, easements under, through and across the "Common Area" (as each is hereinafter
defined) for the purpose of installing and maintaining signs. All of the Industrial Business Park's monument,
identification and directional signs shall conform to sign criteria approved by the Developer and be
approved in advance and in writing by the Develaper, which approval shall not be unreasonably withheld
or delayed, The criteria of all such signs that exist as of the first written above in this Declaration are hereby
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deemed approved by the Developer in all respects, including, without limitation, height, material, color,
location and power source.

32 Exterior Building Signs. Signs placed on the exterior of buildings in the Industrial
Business Park shall only identify and /or describe the operation of the occupant or occupants of the
buildings, or individual units within such building, on which the signs are located, Developer, or Common
Area Manager, may establish a master sign program setting forth the criteria for exterior building signs for
the Owners or occupants of the Industrial Business Park. At any times when such sign program has not
been established or is not then in effect, an Owner may erect any signs on the exterior of its building which
are first approved in writing by the Developer or Common Area Manager, which approval shall not be
unreasonably withheld or delayed and shall take into consideration the similarity to other building fascia
signs then being used within the Industrial Business Park. The cost of installing, maintaining and replacing
a building fascia sign which advertises only the presence of the business of any Owner or tenant of the
Industrial Business Park shall be bomne solely by each such Owner and/or fenant.

33 Monument Sign on Parcel 1.

(8  Asofthe date first written above, an eight foot (8'- 0") high x ten foot (10'-0") wide
monument sign is focated on Parcel 1 (as identified on Exhibit "C") near the main access to and from the
Common Road that contains multiple sign panels which exclusively identify tenants or occupants of the
Industrial Business Park other than the teriant(s) or occupant(s) of Parcel One (the "Monument Sign"). A
schematic diagram of the Monument Sign and its location on Parcel One is attached hereto and incorporated
herein as Exhibit "D". The parties hereto agree the Monument Sign, or any replacement thereof, shall at al}
times be permitted by the Parcel 1 Owner and the Parcel 1 Owner shall not in any way alter, disrupt or
impair the existence, appearance, placement, operation or visibility of the Monument Sign without the prior
written consent of Developer or Common Area Manager (as hereinafter defined). Notwithstanding
anything to the contrary stated herein, the Monument Sign shall be deemed a permanent improvement of
"Common Area" (as hereinafier defined) and the Developer or Common Area Manager shall be solely
responsible for its maintenance, repair and replacement, including, without limitation, the equitable
allocation and assessrnent of repair, maintenance and replacement costs to the Owners and/or fenants
represented-on such sign. The Parcel 1 Owner, or any tenant or occupant of Parcel 1, shall not be permitted
to use the Monument Sign and the Parcel 1 Owner shall not be assessed or liable for any Common Area
Expenses related to the repair, maintenance or replacement of the Monument Sign.

(b)  The initial cost of design, construction and installation of all sign monuments in the
Industrial Business Park shall be borne on & pro rata basis by the Owners or tenants of the Industrial
Business Park represented, or to be represented, on such signs, and shall be paid by such Owners and/or
tenants promptly upon demand by Developer or Common Area Manager. For example, if a monument sign
will carry identification signs of two (2) Owners and one (1) tenant, each of the represented Owners would
pay one-third (1/3rd) of the cost of the design, construction and installation of the monument, and said
tenant would pay the remaining one-third (1/3rd). The cost for maintaining and repairing all monument
signs in the Industrial Business Park which identify the Industrial Business Park by its name shall be subject
to reimbursement pursuant to Section 5.5, however, adjusted to exclude Parcel 1 and its Owner.

3.4 Exclusive Use Signs. Each Owner of Parcels 1 and 6, at its sole expense and subject to
City of Modesto or County of Stanislaus approval, shall be permitted to have, maintain, repair and replace
a free standing sign, or in the case of the Parcel 1 Owner two freestanding signs, located in the Common
Area outside of its respective building and facing, or visibly oriented to, Lone Palm Avenue and/or State
Highway 99 (* Exclusive Use Sign~). Such Exclusive Use Signs shall generally conform to the descriptions

8
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stated in Exhibit "C" attached hereto and shall advertise only the name(s) of Owner and/or occupant(s) of
Parcels 1 and 6. The Owner/occupants of Parcel 1 and 6, at their sole cost and expense, shall each at all

. times maintain its Exclusive Use Sign in good condition, operation and appearance, including, without
limitation, all cleaning, repairs, graffiti removal, sign panel replacements and electricity supplied (if
applicable) to the signs. The location, type or size, of the Exclusive Use Signs shall not be changed from
that shown on Exhibit "C" without the prior written consent of the majority of the Declarants.

ARTICLE 4
BUILDING LOCATION, MAINTENANCE & OPERATION

4.1 Location of Buildings. Subject to the restrictions set forth in this Declaration, all buildings
and structures shall be placed or constructed upon those areas designated "Building Area" on the Site Plan
(the "Building Area") and further, no buildings or siructures shall be placed or constructed in the Industriat
Business Park within the "Common Arca" (as hereinefier defined) except trash bins, monument signs,
directional signs, bumper guards or curbs, landscape planters, lighting standards, and any other landscaping
improvements as may be required under applicable controls and regulations of the City of Modesto or
County of Stanislaus without the prior written approval of the majority of the Declarants.

42 Permlitted Encroachments. Bach Declarant with respect to its Parcel hereby grants to the
other Declarants for the benefit of the other Declarants end their respective Parcels, non-exclusive
easements to, over, under and across the Common Area of each such respective Parcel, if any, for the
purposs of the construction or alterations of any buildings or structures on each Declarant's Parcel, pursuant
to the provisions of this Declaration; and for any portion of any buildings or structures on any Parcel which
may encroach into or over an adjoining Parcel; and for the construction, reconstruction, erection, removal
and maintenance on, to, over, under and across each such respective Parcel of ({) footings, foundations,
supports and cornmon walls to & maximum lateral distance of six (6) feet, (ii) canopies, flagpoles, roof and
building overhangs, awnings, lights and lighting devices and other similar appurtenances to the building,
to a maximum lateral distance of six (6) feet, and (iii) electrical or similar vaults and shafts below the surface
of such Parcels, to a maximum lateral distance of twelve (12) feet, as any of the foregoing are shown in the
working drawings for such building, which drawings have been approved by the Declarants, Each
Declarant covenants and agrees, respectively, that its exercise of such easements shall not result in damage
or injury to the buildings or other improvements of any other Declarant, and shall not interfere with the
business operation conducted by any other Declarant in the Industrial Business Park. The easements
granted in this Section 4.2 shall survive this Declaration and shall last so long as the encroaching building
is standing following its initial construction or following a reconstruction where such building is
substantially restored to its prior condition following a casualty or condemnation, No Declarant shall grant
an easement or easements of the types set forth in this Section 4.2 for the benefit of any property not within
the Industrial Business Park without the prior written approval of the majority of the other Declarants. Each
Declarant hereby agrees to cooperate to obtain a boundary line adjustment to any then existing Parcel to
reflect the actual location of the buildings.

4.3 Maintenance and Operation of Buildings. Each party shall be solely responsible for
the upkeep, repair and maintenance of'any and all buildings and improvements located in the Building Area
of each party's parcel, including, without limitation, roof, exterior and structural walls, foundations,
painting, plate glass, utility lines, and connections, and all interior walls and fixtures, to assure that the
Industrial Business Park and each part thereof is maintained in a first~class manner and retains at all times
the appearance of e first-class light industrial business park and in compliance with all faws, rules,
regulations, orders and ordinances of governmental agencies exercising jurisdiction thereover. Each party
further agrees to store all trash and garbage in adequate containers maintained in a neat and clean condition,

9
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to keep such containers in a special area designated therefor, and to arrange for regular removal of such
trash and garbage. Each Owner shall, at all times and at its sole expense, have and maintain lighting in, on
or around the exterior of its building, or buildings, in good operating condition. Unless otherwise restricted
by any applicable law, statute, or ordinance then in effect, such lighting shall be operated regularly by each
Owner during all non-daylight hours and at reasonable levels that are typical of like-kind properties in the
region, that illuminates the Common Area adjacent to the building and are for purpose of safety and
security. The minimum acceptable level of lighting in, on or around exterjor of each building in the Project
shall be that which existed as of the date first written hereinabove, Any substantive change to exterior color
of any building which existed es of the date first written hereinabove shall be approved in advance and in
writing by the mejority of the Declarants, such approval not to be unreasonably withheld.

) ARTICLE 5
COMMON AREA
5.1  Definjtion of Common Area. The term "Common Area" shall mean all of the parking

areas, roadways, pedestrian ramps, walkways, stairwells, landscape areas, and service areas delineated on
Site Plan Exhibit "B". The Common Area shall also include Common Area facilities and utilities,
directional signs, perimeter walls and fences. The Common Area shall not include buildings and related
building canopies, support columns, pilasters, overhangs, footings and appurtenant truck loading or delivery
docks or areas, truck/vehicle ramps, truck wells located within Building Areas or projecting into the
Common Area which are specific to a particular lenant or occupant's use or fenced yard areas, Any
enlargement of or addition to the Common Area as provided herein shall be included in the definition of
Common Area for purposes of this Declaration and subject to approval as set forth in Section 5.2.

52  Changes in Common Area.

(a) Additional Common Area may be established only by recorded instrument executed
by the Owner of the Parcel thereof designating the area s Common Area under this Declaration, provided
that no Common Area shall be crested or altered without the written consent of the majority of the
Declarants, which consent shall be at the sole discretion of each and every Declarant.

(b) The parties hereto acknowledge that the Building Areas have been developed to full
building capacity as shown on the Site Plan and agree that no building located on any parcel may be
extended beyond the boundaries of the Building Areas as shown an the Site Plan nor may a building be
enlarged in such a manner that will creste more gross floor area and/or reduce parking area, such as
additions extending over present Common Areas, without the prior written consent of the majority of the
Declarants, The parties hereto agree that there shall be no decrease in the parking ratio or change in parking
layout or pattern of traffic flow for the Industrial Business Park from that shown on the Site Pian without
the prior written consent of the majority of the Declarants.

53 Permitted Uses of Common Area. The following uses shall be permitted on the Common
Area and the public streets adjacent thereto:

(2)  The parking in designated areas of passenger vehicles, and the pedestrian and
vehicular treffic of Declarants, and their respective heirs, successors, assigns, prantees, employees,
mortgagees, tenants and subtenants, employees of tenants and subtenants and other licensees(collectively
the "Permittees™) on the respective Parcel owned or occupied, in whole or part, by one or more of the
Permitiees.
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(b)  The parking without charge in designated areas of passenger vehicles, and the
pedestrian and vehicular traffic of the customers, visitors and invitees of any of the Permittees (collectively
the "Visitors");

(¢)  The ingress and egress without charge of the above designated persons, and the
vehicles thereof, to and from any:portion of the Common Area and the public streets adjacent thereto;

(d)  The temporary parking of delivery frucks for loading and unloading thereof
provided that any such use shall be confined to the amount of time which is reasonably necessary;

(e)  The installation, operation, repair, replacement and maintenance of public utilities
services together with vaults, manholes, meters, pipelines, valves, hydrants, conduits, poles and related
facilities and sewage facilities, serving the Building Areas, all of which (except hydrants and poles) shall
be even with or below the surface; provided, however, that any poles or other above-surface installations
shall be located so that there shal] be an unimpeded access for vehicles and trucks to and from the public
streets from and to all of the Building Area, and all cross-arms, pole racks and the like aftached thereto shall
be at Jeast twenty-five (25) feet above the surface;

(f)  The ingress and egress, without charge, of delivery and service trucks and vehicles
to end from any portion of the Industrial Business Park and the public streets adjacent thereto, for the
delivery of goods, wares, merchandise and the rendition of services to the Declarants, and the Permittees,
and the officers, directors, concessionaires, agents, employees, and licensees of any of them;

(8) The provision of other common facilities such as mail boxes for the convenience
of the Permittees of business establishments located, or to be located, upon the Building Area or any portion
thereof, subject to the reasonable approval of the Declarants;

(h)  Subject to Section 5.2, the construction, maintenance, repair, replacement,
rearrangement and reconstruction of parking sites or stalls, private streets, sidewalks, pedestrian ramps,
driveways, lanes, curbs, gutters, traffic control areas, traffic and parking lighting facilities, garbage
container storage areas, underground public utilities and underground sewage facilities;

i) The temporary parking or standing of trucks, tractors, trailers and other delivery
vehicles used in corijunction with the exercise of any of the activities described in Section 5.3(c); and

()] The construction, maintenance, repair, replacement and reconstruction of any, wall
or landscaped area, including planters, planting boxes, edgets, irrigation controllers, sprinklers and valves.

All the uses permitted within the Common Area shall be used with reason and judgment
50 as not to interfere with the primary use of the Common Area, namely the serving and supplying of the
loading facilities of the Building Area. Notwithstanding any other provision of this Declaration to the
contrary, the Owner of each Parcel, or in the alternative its tenant(s), shall be solely responsible for the
operation and maintenance, and any costs and expenses thereof, for that portion of the Common Area (such
as loading docks) used exclusively by such Owner or tenant(s).

54 Common Arep Use Monitoring and Restrictions.

(@) Declarants shall monitor use of all parking areas which are subject to this
Declaration from time to time to assure that use of such parking areas is not made by persons not authorized
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to do so by this Declaration and otherwise conforms with the requirements of this Section of the Declaration,
and shall take such actions as are necessary or advisable, as reasonably determined by Declarants, to prevent
any such unauthorized or nonconforming use. There shall be: .

(D) No abandoned or inoperable vehicles of any kind shall be stored or parked on
any Parcel; and

(i) No activity such as, but not limited to, maintenance, repair, rebuilding,
dismantling, painting or servicing any kind of vehicle shall take place on any
Parcel.

(b)  The Common Area shall not at any time be used for daily or long-term parking of
delivery trucks.

5.5 Common Area Operation and Maintenance.

(@  The Developer is hercby approved as manager of the Common Area (hercinafier
"Common Area Manager"). The Common Area Manager shall have and is hereby given the full right and
authority of operation, control, security, repair, replacement and maintenance of the entire Common Area,
to include the establishment of reasonable rules and regulations (subject to the reasonable approval of the
Declarants) for use and operation of the Common Area, including without Jimitation employee parking, and
to incur all reasonable costs and expenses related thereto, including, without limitation, costs and expenses
relating to driveways, sidewalks, parking areas, delivery ways, loading areas (except loading ramps and
docks) and landscaped areas, The Common Area Manager agrees to repair, replace and maintain or cause
to be repaired, replaced and miaintained the Common Areas in good and clean condition and repair, the
same as other first class light industrial business parks in the Stanislaus County geographicel area, said
maintenance to include, but not be limited to, adequate lighting, water, electricity and other utilities,
sweeping, trash removal, striping, restriping, painting, gardening, day porter services, insurance, repairs to
and replacing of asphelt paving and sidewalks, so as to maintain an even surface, bumpers, light bulbs,
signs (except as provided herein) Tight standards and sprinkler Systems, sewer utilities which service
substantially all of the Building Area, planting areas and other items of repair, replacement and/or
maintenance that may be needed from time to time to properly maintain said Common Areas, and a all
times comply with all applicable governmental rules and regulations, In the event Common Area Manager
fails to adequately and properly maintain the Common Area, the Owner, or Owners, of other Parcel(s) shall
have the right to enforce such obligations through all available methods, including arbitration and/or the
judicial process. However, in no event may a Parce] Owner withhold payment of its share of "Common
Area Expenses” (as hereinafter defined).

(b)  Developer may continue as Common Area Manager so long as it is the Owner of
any Parcel or any portion or interest of any Parcel within the Industrial Business Park, however, the
Common Area Manager may cause an affiliate or an independent party or entity perform some or all of the
obligations of the Common Area Manager provided for in this Declaration; provided that if an affiliate is
hired, it shall be at a fair market price for the local area. At such time as Developer is no longer the Owner
of afiy portion or interest of any Parcel within the Industrial Business Park, the Owners of not less than
sixty-five percent (65%) of the Building Area in the Industrial Business Park shall have the authority to
appoint a Common Area Manager. All references to Common Area Manager as herein set forth shall apply
to any successor Common Area Manager. Notwithstanding anything in this Section 5.5(b) to the contrary,
Developer may be replaced as Common Area Manager in the event of incompetence, gross negligence or
fraud. The Common Area Manager's fee shall be as defined below in_Section 5.5(g). The rights and
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authority granted herein to the Common Area Manager shall continue until the earlier to occur of the
termination of this Declaration or the resignation or removal of the Common Area Manager. The Common
Area Manager may resign ot any time by giving at least ninety (50) days’ prior notice in writing to the
Owners. In the event that a majority of all Owners at any time are reasonably dissatisfied with the Common
Ares Manager’s performance of its obligations, or the cost thereof, then such Owner's shall have the right
fo give the Common Area Manager thirty (30) days’ written notice of such dissatisfaction, specifying the
particulars in respect of which the Common Area Manager's performance is deemed unsatisfactory. If,
after thirty (30) days following the date such performance notice was given, the Common Area Manager’s
performance continues to be unsatisfactory and not reasonably cured, the notifying party shall have the right
to cause the duties of the Common Area Manager 1o be teken over by a new individuval or entity approved
by the majority of all Owners, effective on the first day of the next succeeding calendar month. In the event
that the Common Area Mariager resigns or is removed as provided in this Section, the Common Area |
Manager shall, within sixty (60) days after the effective date of its termination as Common Area Manager,
provide to all of the Owners a writien statement of all costs, fees and expenses, if any, which are to be
reimbursed to the former Common Area Manager pursuant to the terms hereof. Such sums shall be payable
by the Owners to the former Common Area Manager within fifteen (15) days after the delivery of such
statement; provided that the Owners may, at their expense, conduct an audit of the former Common Area
Manager's books and records to verify the sums due so long as such audit is commenced and completed
within ninety (90) days after the delivery of the aforementioned statement. Any new Common Area
Manager will, after its appointment in accordance with the terms hereof, perform the maintenance,
management and operation obligations of the Common Area Manager sct forth in this Declaration
throughout the remainder of the term of this Declaration, or until resignation or removal in accordance with
the terms of this Declaration.

(¢)  If at any time there ceases to be a Common Area Manager, any Parcel Owner
performing repairs or replacements of Common Area improvements which are damaged on its Parcel(s)
shall be entitled to collect from the Owners of each Parcel a prorata share of the costs of such repair and
replacement (but not the costs of insurance, management or maintenance) to the extent such repair or
replacement restores the damaged Common Area improvements to the specifications approved by the
parties hereto, which prorata share shall be determined in the same manner as provided in Section 5.6(c)
hereof and shall be paid within twenty (20) days of written request therefor. If an Owner fails to timely
make such reimbursement the billing party shall have all rights possessed by the Common Area Manager
to collect such amount with interest (as set forth in Section 5.6 hereof) together with a ten percent (10%)
service charge (which 10% shall not apply to non-recurring single expenditurés to the extent such
expenditures exceed Ten Thousand Dollars ($10,000.00) per item), including without limitation the lien
rights in Section 5.6 hereof. The portion of said expenditures under $10,000.00 shall be subject to the 10%
service charge.

(d)  Notwithstanding any provisions of this Section 5.5 which may be contrary:

(i) Each Common Area Manager shall save and hold harmless the preceding
Common Aréa Manager of and from any and all claims, demands, costs, fees, expenses, liabilities and
damages arising or occurring subsequent to the date sald new Common Area Manager assumes its dutics,
except for the intentional misconduct or negligence of said preceding Common Area Manager or that of
its employees or agents. Said preceding Common Area Manager shall save and hold harmless the new
Common Area Manager of and from any end all claims, demands, costs, fees, expenses, liabilities and
damages arising or occurring prior to the date the new Common Area Manager assumes its duties, except
for the intentional or negligent misconduct of said new Common Area Manager or that of its employees
or agents.
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(i) In any event, at such times as any Common Area Manager ceases to have
an obligation to perform the duties and obligations described herein, said Common Area Manager shall
cease to have any liability or responsibility for any acts, events or circumstances occurring subsequent
to and not as a result of its performance or non-performance of its duties or obligations while Common

- Area Manager.

(i) The Common Area Manager may make and in such event shall act
reasonably to atiempt to enforce or cause to be enforced, reasonable rules and regulations of general
application for the supervision, control and use of the Common Area. Any rules and regulations
promulgated by the Common Area Manager shall be submitted to the Owners for their approval and/or
amendment prior to the effective date of such rules and regulations. All new, or changed, rules and
regulations must be approved by a majority of all the Owners, which approval shall not be unreasonably
withheld or delayed.

(iv) During any period of time when no person is obligated to perform the
duties of Common Area Manager, each Owner of a Parcel of the Industrial Business Park shall have the
obligation to maintain its Percel or Parcels in a manner consistent with the provisions of this Declaration.

(¢)  The Common Area Manager is hereby authorized to contract for and pay for, on
behalfof the fee Owners of the Industrial Business Park, all of the tepair, replacement and maintenance and
operating costs and expenses for the Common Area operation and maintenance, and shall reccive & service
charge of fifteen percent (15%) of such costs and expenses, excluding from such costs and expenses the
portion of single capital expenditures in excess of Fificen Thousand Dollars ($15,000.00) (said amount to
be subject to revision by reference to the CPJ as applied at five (5) year intervals in the manner provided in
Exhibit "E" attached hereto and incorporated hereln by this reference). The Common Area Manager shall
hire qualified vendor(s) or contractor(s) at fair and competitive pricing to make any and all repairs. The
Common Area Manager shall keep accurate books and records in the State of California, and agrees to
allow the Owners, at no expense to the Common Area Manager, copies of all records pertaining to the
Common Area, The Corimon Area Manager also agrees to hold expenses (o a reasonable level consistent
with the operation and maintenance of comparable industrial business parks in the area. The Common Area
Manager is hereby authorized to contract for periods not in excess of one (1) year containing provision for
the Common Area Manager or its successor to cancel such contract upon thirty (30) days’ notice and is
authorized to pay for, on behalf of the Owners of the Industrial Business Park, ail of the Common Area
Expenses incurred to comply with this Declaration, including Common Area Manager’s 15% service charge
as stated above.

()  Asa part of said operation, the Common Area Manager shall procure and maintain
comprehensive general liability insurance against claims for personel injury, death or property damage
oceurring in, upon or about the Common Areas in accordance with Section 9.5 below.

(8  The Common Arca Manager agrees to indemnity, defend, and hold harmless all
Owners, and their respective Parcels, from and against any mechanics', materialmens' and/or [aborers' liens,
and all costs, expenses and liabilities in connection therewith, including attorneys' fees, arising out of the
maintenance performed by Common Area Manager in respect to the Common Area, pursuant to the
provisions of this Section 5.5. In the event that the Parcel of any Declarant shall become subject to any
such lien, the Common Area Manager shall at the request of such Declarant promptly cause such lien to be
releassd and discharged of record, either by paying the indebtedness which gave rise to such lien, or posting
such bond or other securities as shall be required by law to obtein such release and discharge.
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5.6 Payment of Common Area Expenses. The expenses of the operation, maintenance,
teépair and replacement of the Common Area (the "Common Area Expenses™) shall be paid to the Common
Area Manager by the Owners of each of the parcels comprising the Industrial Business Park as follows:

@@  The Owner of each Parcel shall pay to the Common Area Manager, on the first day
of each calendar month, an amount reasonably estimated by the Common Area Manager to be that Parcel
Owner's prorata share (as provided in subparagraph (iii) below) of Commion Area Expenses for such month,
The foregoing estimated monthly charge may be adjusted by the Common Area Manager at the end of any
calendar year on the basis of the Common Area Manager's experience and reasonably anticipated costs.

(b)  Promptly following the end of cach calendar year, the Common Area Manager shall
furnish to each Parcel Owner a statement covering the calendar year just expired showing the total of the
Common Area Expenses, the amount of each Parcel Owner's prorata share of the Common Area Expenses
for such calendar year and the payments made by each Parcel Owner with respect to such period as set forth
in subparagraph (i) above. Each Parcel Owner shall have the right to audit any such statements in
accordance with subparagraph (v) below. If a Parcel Owner's prorata share of the Common Area Expenses
exceeds such Parcel Owner's payments so made, such Parcel Owner shall pay to the Common Area Manager
the deficiency within thirty (30) days after receipt of such statement. If said payments exceed such Parcel
Owner's prorata share of the Common Area Expenses, such Parcel Owner shall be entitled to offset the
excess against payments next thereafier to become due to the Common Area Manager &s set forth in
subparagraph (i) above.

(6) A Parcel Owner's prorata share of the Common Area Expenses for the previous
calendar year shall be that portion of all Common Area Expenses which is equal to the proportion thereof
which the number of square fest of Floor Area (as hereinafter defined) located on that Owner's Parcel bears
1o the total number-of square feet of Floor Area in the Industrial Business Park constructed as shown on the
attached Exhibit "B", which the parties hereto agree to be Sixty-One Thousend (61,000) square feet (the
"Total Project Floor Area") as shown on the attached Exhibit "B". If, however; from time fo time a
constructed building, or buildings, on any Parcel contain(s) more or less Floor Area than as shown on
Exhibit "B", appropriate and timely adjustment shall be made to that Parcel's Floor Area, the Total Project
Floor Area and all Parcel Owners’ prorata share of the Common Area Expenses. As used in this
Declaration, the term "Floor Area" shall mean the aggregate number of square feet of floor area in all floors
in any structure within the Industrial Business Park, as shown on the Site Plan, whether actually constructed
or not, whether or not actually occupied, measured from the exterior faces or the exterior lines of the exterior
walls. The term "Floor Area” shall not include any of the following: (A) the upper levels of any multi-
deck stock areas created for convenience 1o increase the usability of space for stock purposes; (B) areas,
whether physically separated or whether otherwise required by building codes, which are used exclusively
to house mechanical, electrical, telephone, telecommunications, and HVAC equipment, and other such
building operating equipment; (C) al! truck loading areas, and truck parking, tum around and dock areas
and ramps; (D) all Common Area; and (E) basement space and subterranean areas, balcony or mezzanine
space. : :

(d AnyCommon Area Expense owed to the Common Area Manager hereunder which
is more than ten (10) days past due shall be subject to a Jate payment penalty of five percent (5%). In
addition, for so long as such amounts owing to the Common Area Manager remain unpaid, such unpaid
amount shall bear interest at the rate which is the lesser of (i) two percent (2%) in excéss of Wells Fargo
Bank's prime rate in effect at the time of such delinquency or (ii) the maximum interest rate permitted by
law, Any such penalties or interest which are paid by such delinquent Parcel Owner or Owners shall be
placed in a fund (the "Common Area Fund") which Common Area Fund shall be established and controlled
by the Common Area Manager and shall be utilized by the Common Area Manager to pay for unrecovered
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costs associated with the operation of the Common Area in accordance with this Declaration. Each Parcel
Owner acknowledges that the late payment of any monthly installment will cause the Common Area
Menager to incur certain costs and expenses not otherwise contemplated, the exact amount of such costs
being extremely difficult and impractical to fix. Such costs and expenses will include, without limitation,
administrative and collection costs, processing and accounting expenses and other costs and expenses
necessary and incidental thereto, It is, therefore, agreed that this late charge represents a reasonable estimate
of such costs and expenses and is fair compensation to the. Common Area Manager for its loss suffered by
such nonpayment. The late charge provisions contained herein are in addition to and do not diminish or
represent a substitute for any or all of the Common Area Manager's other rights to enforce the provisions
of this Declaration,

(e)  Within three (3) years afier receipt of any Common Area Expense statement, any
Parcel Owner may audit such stalement. If it shall be determined as a result of such audit that the auditing
Parcel Owner has paid in excess of the amount required pursuant to this Declaration, then such overpayment
shall be credited toward the next installment that would otherwise be due from such auditing Parcel Owner.
In addition, if the Common Area Expense Statement required such Parcel Owner to pay in excess of four
percent (4%) over the amount that such Parcel Owner should have paid (as determined by the approved
audit), then the Common Area Manager shall pay all of the auditing Parcel Owner's costs and expenses
connected with such audit.

(§  If any Owner defaults under this Declaration on its obligation to pay its prorata
share of Common Area Expenses, any other Owner and/or the Common Area Manager may institute legal
action against the defanlting Owner for specific performance; declaratory relicf, damages or other available
remedy. In addition to recovery of the sum or sums expended on behalf of the defaulting Owner, the
prevailing Owner and/or Common Area Manager shall be entitled to receive from the defaulting Owner
such amount as the Court may adjudge to be reasonable attorney fees, including without limitation, attomey
fees incurred in executing upon or appealing any judgment. Any and all delinquent amounts together with
said interest shall be a len and charge upon all of the Parcel or Parcels of such Owner subject to, and junior
to, and shall in no way impair or defeat the lien or charge of any bona fide mortgage or deed of trust upon
the same or anly part thereof at any time given or made. The liens provided for hereinabove may be filed for
record by the party entitled thereto &s a claim of lien against the defaulting Owner in the Office of the
County Recorder of Stanislaus County, signed and verified, which shall contain at least:

) A statement of the unpaid amount of costs and expenses;

(i) A description sufficient for identification of that portion of the property of
the defaulting Owner which is the subject of the lien; and .

(iii)  The name of the Owner or reputed Owner of the Parcel which is the subject
of the alleged lien. Such lien, when so esteblished against the real property described in said lien, shall be
prior and superior to any right, title, interest, lien or claim which may be or has been acquired or attached
to such real property afier the time of filing of such lien. Such lien shall be for the use and benefit of the
person filing same, and may be enforced and foreclosed in a suit or action brought in any Court of
competent jurisdiction. Within thirty (30) days following the filing of such lien, the party filing the lien
shall send a copy thereof to the fee Owner of the Parce! which is subject to the lien which capy shall show
recorder’s stamp (with recording date and book and pags number) from the Stanislans County Recorder's
Office.

() In the event all of the Common Area lighting on any Parcel within the Industrial
Business Park is metered through a separate meter of the Owner or a tenant of said Parcel, said Owner or
tenant shall be responsible for the electricity, light bulbs and ballasts used by said portion of the Common
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Areas, and said Owner's or tenant's share of the Comrhon Area costs with respect to electricity, light bulbs
and bailasts used in the remainder of the Industrial Business Park shall be equitably modified taking into
account the lighting separately metered to the Owner or tenant of such Parcel. Such separately metered
area shall be lighted for at Jeast the period the remaining portion of the Common Area is kept lighted by the
Common Area Manager.

57 Common Area Damapge, In the evént any of the Common Area is damaged or destroyed
by any cause whatsoever, whether insured or uninsured, the Common Area Manager shall repair or restore
such Common Area in accordance with the provisions of this Section 5.7. Except as hereinafter provided,
the cost and expense of such repair and restoration shall constitute a Common Area Expense, and the
Owners shall pay such cost and expenses on a progress payments basis as such repair and restoration
proceeds, based on the proportionate share of each Owner's Building Area as specified in Section 5.6(c)
above . All insurance proceeds, if any, paid to an Owner on account of damege or destruction to the
Common Area shall be made available by the Owner receiving the same by deposit into a trust account
approved by the Developer or Common Area Manager for use by Common Area Manager in payment of
the costs of repair and restoration of the Common Arca on that Owner's Parcel. If the cost to repair and
restore the Common Area hereunder, after application of all insurance proceeds available on account of
such damage or destruction (or which would have been available except for elections relating to deductibles
or self-insurance for which the affected Owner shall be responsible to contribute), exceeds ten percent
(10%) of the total Common Ares Expenses enticipated for the year, after deduction of any available
insurance proceeds, the Common Area Manager shall have no obligation to proceed with repair and
restoration of the Common Area hereunder, unless the Owners agree to fund such excess amount and
provide reasonable assurances to Common Area Manager of the availability of funding of such payments;
provided, however, that notwithstanding the foregoing, Common Area Manager shall repair and restore,
and the Owners shall be required to pay their proportionate shares of the cost of, all Common Area located
on the Parcels that is necessary or required in order for the continuance of the Industrial Business Park’s
operations, including driveways, common utility lines, sidewalks, curbs, roads and perimeéter landscaping
areas. Except to the extent limited by Section 9.5 hereof, in the event such damage or destruction of
Common Area is catised in whole or in part by an Owner or third party, each other Owner reserves and
retains the right to proceed against such Owner or third party for indemnity, contribution and/or damages.

ARTICLE 6
TAXES

6.1 Payment of Taxes by Declarants. The Declarants shall, with respect to each Parcel
owned or occupied by them, pay or cause their tenants or occupants to pay, prior to delinquency, all taxes
and bonds and assessments of any kind whatsoever when due on their respective Parcel which includes
Common Area and Building Area owned or occupied by them. In the event any federal, state or local
govermnmental entity imposes any tax, fee or charge on the operation and use of the Industrial Business Park
and/or the Common Area, then the Declarants, or any successor-in-interest thereto, shall pay or cause their
tenants or occupants to pay said tax, fee or charge with respect to any Parcel owned or occupied by them.

6.2 Declarant's Right to Cure. If any Declarant, or any successor, shall fail to pay any taxes
and pssessments when due, any other Declarant or its successors, es the case may be, may elect, upon thirty
(30) days' prior written notice to the defaulting party, to pay said taxes, as required. The curing party may
then bill the defaulting party for the expenses incurred, plus interest at the rate which is two (2) percentage
points over the prime rate charged by a major California financial institution selected by the curing party,
and seciire such obligation by placing a lien on the defaulting Owner's Parcel.
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63 Compllance with Laws. Each Declarant and its successors-in-interest agrees to
implement and comply with any and all laws of the United States of America, the State of California or the
ordinances, regulations and requirements of the City of Modesto, County of Stanistaus or other appropriate
governmental authority with respect to the use and occupancy of the Industrial Business Park.

6.4 Contest of Taxes. If any Declarant shall deem the texes and/or assessments, or any part
thereof, to be pald by such Declarant, to be excessive or illegal, such Declarant shall have the right to contest
the same at its own cost and expense, and shall have the further right to defer payment thereof so long as
the validity or the amount thereof is contested in good faith; provided, however, that if at any time payment
of the whole or any part thereof shall be necessary to prevent the sale of the Property for nonpayment of
taxes, then the contesting Declarant shall pay or cause to be paid the same in time to prevent such sale. Any
such payment may be peid under protest.

ARTICLE 7
MUTUAL RELFASE

Each Owner of a Parcel in the Industrial Business Park, for itself, and, to the extent it is legally
possibie for it to do so, on behalf of its fire and extended coverage insurer, releases the other Owners and
their respective occupants from any liability for (i) any loss or damage to the property of each Owner and
its respective occupants located upon or in the Industrial Business Park, (if) any loss or damage to buildings
or other improvements in the Industrial Business Park or the contents hereof, (iif) any other direct or indirect
loss or damage caused by fire or other risks, which loss or damage under items (i), (ii), or (iii) is of the type
generally covered by standard fire and extended coverage in the State of California or is otherwise insured.
Each Owner will, to the extent such insurance endorsement is available, obtain for the benefit of the other
Owners and their respective occupants a waiver of any such right of subrogation that the fire and extended
coverage insurer of such Owner may acquire against the other Owners and their respective occupants by
virtue of the payment of any such loss covered by such insurance. The foregoing waiver and release (i) shall
be in addition to, and not in limitation or derogation of, any other waiver or release regarding any loss of,
or damage to, the said property of any Owner, and (ii) will be operative only so long as the same will not
preclude any Owner from obtaining insurance, and will have no effect to the extent it diminishes, reduces,
or impairs the liability of any insurer or the scope of any coverage under any policy applicable to any portion
of the Industrial Business Park or any buildings thereon or increases the cost of any insurance. [nasmuch as
the said mutual waivers will preclude the assignment of any such claim by way of subrogation (or otherwise)
to an insurance company (or any other person, firm or corporation), each Owner shall give to each insurance
company which has issued to it policies of fire and extended coverage insurance, written notice of the terms
of said mutual waivers, and shall have said insurance policies properly endorsed, if necessary, to prevent
invalidation of said insurance coverage by reason of said waivers, If an Owner is unable to obtain a waiver
of subrogation for any of these reasons, it will notify the other Owners in writing. In that case, the release
in this Section 7 will be void as to that Owner. No release shall be given where the negligent or purposeful
action of an Owner results in the loss or damage of another's property.

ARTICLE 8
EASEMENTS

8.1 Grant of Easements. Each party hereto, as grantor, hereby grants to the other party for
the benefit of said other party, its successors, assigns; tenants, customers, and invitees, and the customers
and invitees of such tenants, and for the benefit of the parcsl or parcels belonging to the other party, as
grantee, the following:
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(8) A non-exclusive éasement for ingress and egress by vehicular and pedestrian traffic
and vehicle parking npon, over, and across that portion of the Common Area lying within the grantor's
parcel or parcels, Without limiting the above, upon the expiration or prior termination of this Declaration,
Developer and all other Owners, respectively, shall have a perpetual non-exclusive easement for vehicular
parking upon, over and across the Common Area. Following the expiration or prior termination of this
Declaration, the maintenance and repair of the Common Area shall be the obligation of the Declarant
owning and occupying the Parcel most directly benefited by such Common Area. In addition, upon the
expiration or prior termination of this Declaration, Developer and all other Owners, respectively, shall have
a perpetual non-exclusive easement for ingress and egress, which easement shall be limited solely to the
purpose of providing reasonably necessary access to the benefited Parcel over the burdened Parcel from
adjacent public streets or for necessary utility connections to the benefited Parcel over the burdened Parcel,
Following the expiration or prior termination of this Declaration any necessary maintenance or repair for
the continued use of such utility connections and right of ingress and egress shall be the obligation of the
Declarant owning or occupying the Parcel benefited by such utility connections and right of ingress and
egress; and

(b)  Non-exclusive easements under, through, and across that portion of the Common
Area within the grantor's parcel or parcels for the installation, maintenance, removal, and replacement of
water drainage systems or structures, water mains, sewers, water sprinkler system lines, telephones, or
electrical conduits or systems, gas mains, and other public utilities and service casements; provided,
however, following the expiration or prior termination of this Declaration, Developer and ali other Owners,
respectively, shall have a perpetual non-exclusive easement under, through, and across that portion of the
Common Area within the grantor's parcel or parcels for the installation, maintenance, removal and
replacement, at the grantee's sole cost and expense, of water drainage systems or structures, water mains,
sewers, water sprinkler system lines, telephones or electrical conduits or systems, gas mains, and other
public utilities and service casements affecting Developer’s and other Owners' Parcel. All such systems,
structures, mains, sewers, conduits, lines, and other public utility instrumentalities shall be installed and
maintained below the ground level or surface of the Industrial Business Park, except where the
instrumentality of the particular utility involved is not amenable to being placed underground (such as, but
not limited to, transformers and risers). In the event that it is necessary for any party hereto to cause the
installation of a storm drain, utility line, or sewer across that Common Area subsequent to the initial paving
and improving of said Common Area, the parties agree not to unreasonably withhold the granting of an
additional easement or easements provided that the grant thereof does not unreasonably interfere with the
normal operation of any business in the Industrial Business Park and no affirmative monetary obligation is
imposed upon the grantor.

8.2 Utility Easements. All storm drains, utility lines, transformers, and meters of Developer,
their successors, assigns, and tenants shall be maintained in a safe condition. No grantee of a utility
easement under this Section 8.2 shall in the nse, construction, reconstruction, operation, maintenance, or
repair of any storm drains, utility lines, transformers, and meters in any way interfere, obstruct, or delay the
grantor of said easements, business, or the public access to and from said business, or interfere, obstruct, or
delay in any way the receiving of merchandise by said grantor or in the grantor's location, construction,
reconstruction, and maintenance, use, or repair of its service facility area.

8.3 Construction Essements. In additioni to the foregoing and in connection with the work
performed within the Building Areas, the parties hereto agree that incidental encroachments upon Common
Areas may occur as a result of the use of ladders, scaffolding, storefront barricades, and similar facilities
resulting in temporary obstruction of portions of the Common Area, all of which are permitted hereunder
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30 long as their use is kept within reasonable requirements of construction work expeditiously pursued.
Common Areas may be utilized for ingress and egress of vehicles transporting construction materials,
equipment, and persons employed in connection with any work provided for herein and temporary storage
of material and vehicles being utilized in connection with such construction, subject to all of the other terms
“in this Declaration.

8.4 Unimpeded Access Between Parcels. No walls, fences, or barriers of any sort or kind
shall be constructed or maintained in the Industrial Business Park, or any portion thereof, by an Owner
which shall prevent or impair the use or exercise of any of the easements granted herein, or the free access
and movement, including without limitation, pedestrian and vehicular traffic between the various parcels
except (2) fenced outdoor ereas delineated on the Site Plan as ‘Exclusive Use Area” and used exclusively
by the Owner of tenant of the building adjacent thereto on the same Parcel (b) such as may be necessary to
protect members of the public from construction or excavation activities; and (c) reasonable traffic controls
as may be necessary to guide and contro] the orderly flow of traffic which may be installed so long as access
driveways to the parking area in the Industrial Business Park are not closed or blocked and the traffic
circulation pattern of the Common Area, as shown on the Site Plan, is not changed or affected in any way
without the prior written consent of the majority of the Declarants.

85 Relocation of Utilities. When utility facilities have been installed, Developer and only
Developer or its designee may relocate such utility facilities within the Industrial Business Park from time
to time, Any relocation of any such utility facilities shall be made at the sole cost and expense of the party
or parties requesting such relocation,

8.6 Unauthorized Use and Closure of Common Area, Developer hereby reserves the right
to eject or cause the ejection from the Common Area sny person or persons not authorized, empowered or
privileged to use the Common Area pursuant to this Declaration. Developer also reserves the right to close
off the Cornmnon Area for such reasonable period or periods of time as may be legally necessary to prevent
the acquisition of prescriptive rights by anyone; provided, however, that prior to closing off any portion of
the Common Area, as herein provided, Developer shall give at least thirty (30) days® prior written notice to
the other Declarants of its intention to do so, and shall coordinate such closing with the other Declarants so
that rio unreasonable interference with the operation of the Industrial Business Park shall occur and to
minimize the disruption to all occupants.

8.7 Rules and Regulations. The Common Areca Manager may adopt reasonable rules and
regulations ("Rules and Regulations") pertaining to the use of the Common Area by the Permittees of the
Industrial Business Park, provided that all such Rules and Regulations and other matters affecting the users
of the Common Area (a) will apply equally and without discrimination to all Permittees, (b) comply with
City of Modesto or County of Stanislaus ordinances, and (c) are otherwise consistent with this Declaration.
The Declarants hereby adopt the "Rules and Regulations" attached hereto as Exhibit "F", as the same may
be amended from tirae to time by the Developer and approved by the other Declarants, which approval shall
not be unreasonahly withheld or delayed. An amendment of such Rules and Regulations shall not be
deemed to be nor shall it require, an amendment to this Declaration, but must be approved by the majority
of the Declarants prior to its effect.

ARTICLE 9
INDEMNITY AND INSURANCE

9.1 Bnilding Area Indemnity, Each Owner shall indemnify, defend, and hold the other
Owner(s) harmiless from and against ell claims, expenses, liabilities, loss, damage, and costs, including any
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actions or proceedings in connection therewith and including reasonable attorneys' fees, incurred in
connection with, arising from, due to or as a result of the death of or any accident, injury, loss, or damage,
howsoever caused, to any person or loss or damage to the property of any person as shall occur in Building
Area located on each Owrier's parcel, except claimis resulting from the negligence or willful act or omission
of the indemnified Owner or any occupant of eny such Owner’s parcel, or the agent, servants, or employees
of such indemnified Owner, wherever the same may occur. Notwithstanding any of the provisions of this
Section 9.1 to the contrary, each Owner hereto waives any right of recovery against the other Owner(s) for
any loss, damage, or injury to the extent the same is covered by insurance provided for by this Declaration.

9.2 Casualty Insurance.. Each Owner shall carry, or will cause the occupant of its Parcel to
carry, fire insurance with extended coverage, vandalism, and malicious mischief endorsements upon all
buildings and other improvements losated upon its Parcel and (including Common Area improvements) in
an amount not less than one hundred percent (100%) of the full replacement cost theréof (excluding
foundations, footings and excavations). Such insurance shall be carried with a financially responsible
insurance company or companies with a Best’s rating of at least B+ VII, Each Owner shall have the power
to adjust and settle any loss with its insurer, Each Owner shall, upon written request of any other Owner,
furnish certificates of such insurance or other satisfactory written evidence of such insurance at any time
during the term hereof.

9.3  Declarants' Liabllity Insurance. Each Owner shall at all times during the term of this
Declaration, maintain in full force and effect and at its expense, commercial general liability insurance
covering its Parcel, including the Common Area, written by one or more insurance companies licensed
to do business in the State of California with a Best's rating of A~IX or better cavering such Owner's
Parcel and insuring against the risks of bodily injury, property demage, and personal injury liability and
providing contractual liability coverage for the indemnity obligations described in Section 8.1 with
liability limits of not less than Two Million Dollars ($2,000,000) combined single limit coverage for
personal injury, death and/or property damage arising out of any single occurrence, All such insurance
will be primary and non-contributory, provide for severability of interests and shall afford coverage for
all claims based on acts, omissions, injury and damage which ocourred or arose (or the onset of which
occurred or arose) in whole or in part during the policy period. The limits of coverage specified in this
Section 9.2 may be adjusted at five (5) year intervals by the consent of the majority of all Owners to
refléct the decrease of the value of the dollar and the increase in risk occurring after the date of this
Declaration,

9.4 Common Area Coverage.

(8)  Atall times during the term of this Declaration on behalf, and for the benefit, of all
Owners, the Common Area Manager shall continuously maintain, or cause 10 be maintained, in force and
effect commercial general liability insurance written by one or more insurance companies licensed to do
business in the State of California with a Best's rating of A-/IX or better insuring all Owners or occupants
who now or bereafter own or hold any Parcel or any leasehold estate or other interest therein as their
respective interests may appear, provided that the Manager is give prior written notice of such interest,
against claims for personal injury, death or property damage occurring in, upon or about the Common Area
All such insurance shall be primary coverage naming all Owners end the Common Area Manager as
additional insureds and shall not require that any other insurance be called upon to contribute to a loss under
such coverage, shall provide for severability of interests, shall afford coverage for all claims based on acts,
omissions, injury and damage that occurred or arose {or the onset of which occurred or arose) in whole or
in part during the policy period, and shall have liability limits of not less than Two Million Dollars
($2,000,000.00) combined single limit coverage for personal injury, death and/or property damage arising
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out of any single occurrence. Such insurance shall include blanket contractual coverage or coverage which
shall specificatly include the obligation of indemnification required of the Common Area Manager under
Section 5.5(g). All Owners and other parties named as additional insureds shall be provided with a
certificate of insurance evidencing such insurance and which is otherwise in compliance with Section 9.8
below. The limit of coverage specified in this Section 9.4(a) may be adjusted at five (5) year intervals by
the consent of the Owners to reflect the decrease of the value of the dollar and the increase in risk occurring
after the date of this Declaration. ’

{®) The Common Area Manager is hereby designated the agent of each and every
Owner for the purpose of obtaining such insurance. The premiums for said policy shall be apportioned
among the others in the proportion set forth in Section 5.6(c), Any policy required hereunder shall provide
that said policy shall not be cancelled without at least ten (10) days’ prior notice to each Owner.

9.5 Construction Coverage. Prior to commencing any construction activities within the
Industrial Business Park each Owmer shall obtain or require its contractor to obtain and thereafter maintain
80 long as such construction activity is occurring, at least the minimum insurance coverages (as may be
adjusted by the Common Area Manager from time to time to reflect commercial standards then in effect)
set forth below:

(a) Worker's Compensation statutory limits
(b)  Employer's Liability $500,000.00
(©)  Commercial General Liability and Business Auto Liability as follows:
() Bodily Injury - $1,000,000.00 per occurrence
(ii) Property damage -'$1,000,000.00 per occurrence
(iii) Independent Contractors Liability; same coverage as set forth in (a) and (b)
above,
(iv) Products/Completed Operations Coverage which shall be kept in effect for two
(2) years after completion of work;
(v) “XCU” Hazardous Bhdorsemcnt, if applicable;
(vi) ‘“Broad Form" Property Damage Endorsemént;
(vii) “Personal Injury” Endorsements;
(viii) “Blanket Contractual Liability” Endorsement.

If the construction activity involves the use of another Owner's Parcel, then such other
Owner shall be an additional insured only under Section 9.5 above, and such insurance shall provide that
the same shall not be canceled, or reduced in amount or coverage below the requirements of this
Declaration, without at [east thirty (30) days prior written potice to the named insureds and each additional
insured. If such insurance is canceled or expires then the constructing Owner shall immediately stop all
work on or use of the other Owner’s Parce! unti! either the required insurance is reinstated or replacement
insurance obtained. The foregoing insurance requirements shall not apply to routine maintenance of the
Common Area by Common Area Manager o its agents, or to construction in the Common Area by Common
Area Manager, or its agents, if'the-cost of such construction work is less than twenty percent (20%) of the
total annual expenses for Common Area Expenses.
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9.6 Umbrells Coverage. To the extent an Owner is required under this Article 9 to maintain
insurance in excess of One Million Dollars ($1,000,000,00), such insurance may be obtained through the
_ use of an excess liability or umbrella policy of such Qwner,

~ 9.7 Bianket Coverage. Any policy required to be maintained by an Owner may be maintained
under a so-called "blanket policy" insuring other persons and other locations so long as the amount and type
of insurance required to be provided under this Declaration is not thereby diminished nor materially
changed. .

9.8  Other Insurance Requirements. "Any policy of insurance required to be carried by an
Owrier under this Declaration will provide an undertaking by the insurer to notify the other Owners &t least
thirty (30) days before cancellation or modification of such policy. Each Owner will give the other Owners
on or before the effective date of any policy of insurance required to be carried under this Declaration, a
certificate thereof stating that such insurance is in full force and effect; that the premiums therefor have
been paid; that the other Owners (and any other person required to be so named) have been named additional
insureds where required; evidencing, if applicable, that the policy contains the required waivers of
subrogation and that such insurance may not be canceled or modified without at least thirty (30) days prior
written notice to the other Owners.

ARTICLE 10
CONDEMNATION

10.1  Condemnation, In the event any part of the Industrial Business Park shall be taken by
eminent domain or any similar authority of law, the entire award for value of the land, buildings and
improvements on eny Parcel taken shall belong to the Owner of the Parcel so taken or its mortgagees as
their interests may appear; and, no other Owner of land in the Industrial Business Park shall be entitled to
any portion of such award by virtue of any interest created by this Declaration. However, the Owner of any
Parcel in the Industrial Business Park shall have the right to seek &n award or compensation for the Joss of
its-easement rights, to the extent such award or compensation is allocated for said loss over and above the
value of the land, building or improvements so teken to the extent of any damage suffered by such Owner
resulting from the severance of such area taken. The Owner of the portion so condemned shall commence
in a reasonable time the repair and restoration in a first-class manner, in accordance with this Declaration,
the remaining portion of the Industrial Business Park as nearly as practicable to the condition existing just
prior to such condemnation without contributions from the Owners of the areas not so affected; provided,
however, that if in the exercise. of such Owner's reasonable business judgment, such condemnation
substantially adversely impairs said Owner's business and it is not economically or practically feasible to
rebuild or reconstruct the building or improvements that were previously located on the Building Area, such
Owner may elect not to rebuild or reconstruct such building or improvements, but in such event, such Owner
shall immediately cause such building or improvements to be demolished and all debris resulting from such
demolition to be removed from the Industrial Business Park. The Common Area Manager or other Owners
shall have the right, but not the obligation to purchase the parcel. Under no circumstances shall the parcel
be used for purposés contrary to this agreement.

10.2  Participation by Mortgagee. Nothing herein contained shall be deemed to prohibit any
mortgagee from participating in any eminent domain proceedings on behalf of any party upon whose Parcel
it has a mortgage, or in conjunction with any such party.

ARTICLE 11
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DAMAGE AND DESTRUCTION

11.1  Restoration of Common Area. In the event of any damage or destruction to the Common
Area, whether insured or uninsured, Developer shall restore, repair or rebuild such Common Area with all
due diligence as nearly as possible to at least as good a condition as jt was in immediately prior to such
damage or destruction. The uninsured portion of the cost of such restoration, repair or rebuilding shall be
a Common Area Expense,

112  Restoration of Buildings. In the case of "substantial damage or destruction” (as
hereinafter defined) to any Owner's building, by fire or any other casualty whatsoever, said Owner shall, at
its option, restore, repair, replace or rebuild the building, the commencement of which shall begin on or
before ninety (90) days after such damage or destruction, In the event an Owner decides not fo restore,
repair, replace or rebuild the building, said Owner shall be required to “clear” said land and reasonably
return it to as near its "unimproved" configuration as possible and Developer shall have the right, but not
the obligation, to purchase such Owner's Parcel pursuant to the terms and conditions of Article 11; provided,
however, that the Fair Market Value of the Parcel shall be based upon the permitted uses of such Parcel
pursuant to the limitations. set forth in this Declaration. Any restoration, repairs, replacements or
modifications or rebuilding shall be commenced promptly and prosecuted with reasonable diligence.

113  Non-Substantial Damage. Notwithstanding Section 11.2 to the contrary, in the case of
any non-substantial damage or destruction to any Owners' building, by fire or other casualty whatsoever,
said Owner shall be required to, at its sole cost and expense, restore, repair, replace, rebuild or alter the
same as nearly as possible to the value, condition and character immediately prior to such damage. Said
Owner shall commence such restoration, repairs, replacements, rebuilding or alterations promptly, but in
no event later than ninety (90) days after the occurrence, of such damage or destruction,

114  Definitions. As used in this Section {1.4, the phrase "substantial damage or destruction”
shall mean any damage or destruction greater than ten percent (10%) of the cost of repair or reconstruction
of the affected Owner's building at the time of the casualty, The phrase "cost of repair or reconstruction”
shall include all costs that would constitute the basis of 2 valid claim or claims under the mechanics' lien
laws in effect at the time the work is commenced for any demolition and any removal of existing
improvements or portions of improvements as well as for preparation, construction and completion of the
new building, "“Non-substantial damage or destruction” is that not defined as substantial damage or
destruction above.

ARTICLE 12
MISCELLANEQUS

12,1  Modification. This Declaration may not be modified in any respect whatsoever, or
rescinded, in whole or in part, except with the consent of the Owners of all Parcels in the Industrial Business
Park, and then only by written instrument duly executed and acknowledged by said Owners duly recorded
in the Office of the County Recorder of Stanislaus County.

122  Not 8 Public Dedication. Nothing herein contained shall be deemed to be a gift or
dedication of any portion of the Industrial Business Park to the general public or for the general public or
for any public purposes whatsoever, it being the intention of Declarants that this Declaration shali be strictly
limited to and for the purposes herein expressed. The right of the public or any person to make any use
whatsoever of the Industrial Business Park or any portion thereof (other than any use expressly allowed by
a written or recorded map, agreement, deed or dedication) is by permission, and subject to control of the
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Owner. Notwithstanding any other provisions herein to the contrary, the Owners of the Parcels by mutual
agreement may periodically restrict ingress to, and egress from, the Industrial Business Park in order to
prevent a prescriptive easement from arising by reason of continued public use,

12.3  Breach Shall Not Permit Termination. No breach of this Declaration shall entitle any
Owner to cancel, rescind, or otherwise terminate this Declaration, but such limitation shall not affect in any
manner any other rights or remedies which such Owner, or any tenant, may have hereunder by reason of
any breach of this Declaration. Any breach of any of said covenants or restrictions, however, shall not
defeat or render invalid the lien of any mortgage or deed of trust made in good faith for value, but such
covenants or restrictions shall be binding npon and effective against such Owner of any Parcel, or any
portion thereof, whose title thereto is acquired by foreclosure, trustee's sale, or otherwise.

124 . Severability, If any clause, sentence or other portion of this Declaration shall become
|llegal null, or void for any reason, or shall be held by any court of competent jurisdiction to be so, the
remaining portions thereof shall remain in full force and effect.

125  Enforcement and Remedies. If any Owner of any portion of the Industrial Business Park
shall, during the term of this Declaration, default in the full, faithful, and punctual performance of any
obligation required hereunder, and if at the end of twenty-one (21) days (forty-eight (48) hours with respect
to ingress, egress and access) after written notice from any other Owner of a portion of the. Industrial
Business Park, stating with particularity the nature and extent of such default, the defaulting Owner has
failed to cure such default, or if a diligent effort is not then being made to cure such default, then any other
Parcel Owner in the Industrial Business Park shall, in addition to all other remedies it may have at law or
in equity, including, without limitation, the right to have the actual or threatened violation of any provision
hereof restrained by any court of competent jurisdiction, have the right, but not the obligation, to perform
such obligation of this Declaration on behalf of such defaulting Owner and immediately upon written
demand therefore, be reimbursed by such defaulting Owner of the cost thereof together with interest at the
maximum rate allowed by law. Any such claim for reimbursement, together with interest as aforesaid, shall
be & secured right, and a lien therefor may attach to the portion of the Industrial Business Park and
improvements thereon owned by the defaulting party effective upon recording of a notice of claim of lien
in the Recorder's Office of Stanislaus County, State of California, signed and certified, stating the amount
due, the name of the Owner, and the legal description of the parcel owned by such defaulting Owner. Such
lien shall be subordinate to any first mortgage or deed of trust now or hereafier covering any portion of the
Industrial Business Park and improvements thereon, and any purchaser at any foreclosure or trustee's sale
(as'well as any grantee by deed in lieu of foreclosure or trustee's sale) under any such first mortgage or deed
of trust shall take title free and clear from any such then existing lien, but otherwise subject to the provisions
of this Declaration, The failure of the Owner or Owners of the Parcels fo insist in any one or more cases
upon the strict performance of any of the promxses, covenants, conditions, restrictions, or agreements of
this Declaration shall not be construed as a waiver or relmqulshment for the future breach of such
provisions.

126  Liens. Each Owner of a Parcel or portlon of the Industrial Business Park shall keep its
Parcel or property free of any liens or claims of liens arising from any work performed, materials furnished
or obligations incurred by said Owner, occupant or tenant or successor-in-interest thereto in connection
with the Parcel or property. Ifa final judgment establishing the validity or existence of a lien for any amount
is entered, said Owner shall pay and satisfy the same at once, If said Owner shall be in default in paying
any charge for which a lien claim and suit to foreclose the lien have been filed, and shail not have given the
other Owners security to protect the Parcel or property, which may be a portion of the Common Area, or
the Industrial Business Park, or any portion thereof, within twenty-one (21) days afier receipt of written
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notice therefor, then any other Owner may, but shall not be obligated to, pay said claim and any costs and
fees related thereto, and the amounts so paid together with reasonable attorneys' fees incurred by said non-
defaulting Owrier in connection therewith, shall be immediately due and owing from the defaulting Owner
1o the curing Owner, which amount shall incur interest at two (2) percentage points over the prime rate
charged by a major California financial institution selected by the non-defaulting Owner, until paid, not to
exceed the maximum rate permitted by law in the State of California.

12,7  Court Costs. Should suit or Iegal action be instituted to enforce any of the foregoing terms,
covenants, conditions, restrictions, and encumbrances, then the losing party, in addition to any judgment,
order, or decree, agrees to pay the prevailing party its reasonable attorneys® fees and court costs as may be
awarded by a court adjudging or decrecing such suit or action.

128  Force Majeure. FEach party shall be excused from performing any obligation or
undertaking provided in this Declaration, except any obligation to pay any sums of money under the -
applicable provisions hereof, in the event and so long as the performance of any such obligation is prevented
or delayed, retarded or hindered by act of God, fire, earthquake, floods, explosion, actions of the elements,
war, invasion, insurrection, riot, mob violence, sabotage, inability to procure or general shortage of labor,
equipment, facilities, materials or supplies in the open market, failure of transportation, strikes, lockouts,
action of labor unions, condemnation, requisition, laws, orders of governmental or civil or military or naval
authorities, or any other cause, whether similar or dissimilar to the foregoing, not within the respective
control of such party, other than the lack of or inability to obtain funds.

129  Judicial Reference Proceeding. Any controversy between the parties arising out of this
Declaration may, at any party's election, be heard by a reference pursuant to the provisions of California
Code of Civil Procedure Section 638, ct seq. The parties shall agree on a single referee who shall then try
all issues, whether of fact or law, and report a finding and judgment thereon. If the parties are unable to
agree upon a referee, either party may seek to have one appointed, pursuant to California Code of Civil
Procedure Section 640, The cost of such proceedings shall initially be borne equally by the parties.
However, the prevailing party in such proceeding shall be entitled, in addition to all other costs, to recover
its one-half (1/2) contribution for the cost of the reference as an item of damage or recoverable costs. If the
parties elect not to have a dispute resolved by reference, then such dispute shall be decided by a court of
competent jurisdiction,

12.10 Captlons. The captions at the beginning of each paragraph of this Declaration are not part
of and in no manner or way define, limit, amplify, change, or alter any term, covenant, or condition of this
Declaration, For the purposes of this Declaration, the neuter gender includes the feminine or masculine,
and the singular number includes the plural, and the word person includes corporation, partnership, firm, or
association wherever the context so requires.

12.11  Notices. Notices made by the parties pursuant hereto shall be in writing and shall be served
and deemed received afler seven (7) days by depositing the same in the United States Mail, postage prepaid,
certified or registered mail, return receipt requested, or upon the next business day after depositing the same
with a nationally recognized delivery service (that maintains delivery records), or immediately if by
personal delivery, addressed as follows:

To Developer: ARG Investments, LLC
c/o Brekke Real Estate
1500 Stendiford Avenue, Building D
Modesto, CA 95350
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To Declarant: ARG Investments, LLC
c/o Brekke Real Estate
1500 Standiford Avenue, Building D
- ’ Modesto, CA 95350

The foregoing addresses may be changed by written notice given pursuant to the provisions of this

Section 12.11.

12.12 Breach - Effect on Mortgagee and Right to Cure. Notwithstanding any other provision
in this Declaration for notices of default, the mortgagee of any party in default hereunder shall be entitled
to notice of said default, in the same manner that other notices are réquired to be given under this
Declaration; provided, however, that said mortgagee shail have, prior to the time of the default, notified the
party hereto giving said notice of default of the mortgagee'’s mailing address. In the event that any notice
shall be given of the default of a party and such defaulting party has failed to cure or commenced to cure
such default as provided in this Declaration then and in that event the party giving such notice of default
covenants to give such mortgagee (which has previously given the above-stated notice to such party) under
any mortgage or deed of trust affecting the Parcel of the defaulting party an additional notice given in the
manner provided above, that the defaulting party has failed to cure such default and such mortgagee shall
be thirty (30) days after said additional notice to cure any such default, or, if such default cannot be cured
within thirty (30) days, diligently to commence curing within such time and diligently pursue such cure to
completion within a reasonable time thereafter. Giving of any notice of default or the failure to deliver a
copy to any mortgagee shall in no event create any liability on the part of the party so declaring the default.

12.13 Governing Law, This Declaration shall be construed in accordance with the laws and
decisions of the State of California.

12.14 Congent. Wherever the approval or consent of the Common Area Manager is required,
such approval or consent shall not be unreasonably withheld, conditioned, or delayed. In any instance in
which any party to this Declaration shall be requested to consent to or approve of any matter with respect
to which such party's consent or approval is required by any of the provisions of this Declaration, such
consent or approval or disapproval shall be given in writing, and shall not be unreasonably withheld,
conditioned, or delayed, unless the provisions of this Declaration with respect to a particular consent or
approval shall expressly provide that the same may be given or refused in the sole and absolute judgment
of such party. In the event that a party to this Declaration fails to respond to & written request for consent
or approval from another party to this Declaration within forty-five (45) days after receipt thereof (or within
such other period of time if this Declaration provides for a specific time period for consent or approval),
and the requesting party has notified the non-responding party in writing of its failure and provides to such
non-responding party an additional ten (10) days thereafter to respond, then, in the event the non-responding
party fails to respond within such additional ten (10) day period, such request shall be deemed granted.

12,15 Effectof P‘arg_e_! Sale. If any Owner sells a Parcel owned by it, then such Owner shall have
no further obligation under this Declaration with respect to the Parcel thus sold after the daté of the
conveyance, other than obligations arising prior to the date of the conveyance.

12.16 Estoppel Certificate. Each Owner and all other parties to this Declaration hereby
severally covenant upon written request of any other Owner or party hereto, to issue to such other Owner
or party or to any morigagee or any other persons specified by such request, an estoppel certificale stating:
(1) whether the Owner or party to whom the request has been directed knows of any default under this
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Declaration and if there are known defaults, specify the nature thereof; (2) whether to its knowledge this
Declaration has béén assigned, modified or amended in any way (if it has, then stating the nature thereof);
and (3) that to the Owner or parties knowledge, this Declaration as of that date is in full force and effect.
Such statement shall act as a waiver of any claim by the Owner or party fumnishing it to the extent such
claim is based upon facts contrary to those asserted in the statement and to the extent the claim is asserted
against a bona fide encumbrancer or purchaser who purchased for value without knowledge of facts to the
contrary of those contained in the statement and who has acted in reasonable reliance upon the statement,
However, such statement shall in no event subject the Owner, or party furnishing it, to any liability
whatsoever, notwithstanding the negligent or otherwise inadvertent failure of such Owner or party to
disclose correct and/or relevant facts and/or information.

12.17. 'No Partuership. Nothing herein contained nor any acts of the parties hereto shall be
deemed or construed by the parties hereto, or any of them, or by any third person, to create the relationship
of principal and agent, or of partnership, or of joint venture, or of any association between any of the parties
to this Declaration.

12.18 Time of Essence. Time is of the essence with respect to the performance of each of the
Restrictions, covenants and Declarations contained in this Declaration.

12.19 Waiver of Default. No waiver of any default by any party to this Declaration shall be
implied from any omission by any other party to take any action in respect of such default if such default
continues or is repeated. No express waiver of any default shall affect any default or cover any period of
time other than the default and period of time specified in such express waiver, One or more waivers of
any default in the performance of any term, provision or covenant contained in this Declaration shall not be
deemed to be a waiver of any subsequent default in the performance of the same term, provision or covenant
or any other term, provision or covenant contained in this Declaration. The consent or approval by any
party 1o or of any act or request by any other party requiring consent or approval shall not be deemed to
waive or render unnecessary the consent to or approval of any subsequent similar acts or requests. The
rights and remedies given to any party by this Declaration shall be deemed to be cumulative and no one of
such rights and remedies shall be exclusive of any of the others, or of any other right or remedy at law or
in equity which any such party shall have by virtue of a default under this Declaration, and the exercise of
one such right or remedy by any such party shall not impair such party's standing to exercise any other right
or remedy.

1220 Counterparts. This Declaration may be signed in several counterparts, each of which
shall be deemed an original, and all such counterparts shall constitute one and the same instrument. The
signature of a party to any counterpart may be removed and attached to any other counterpart. Any
counterpart to which is attached the signatures of all parties shall constitute an original of this De¢laration.

1221 Binding Effect. All of the limitations, covenants, conditions, easements, and restrictions
contained herein shall attach to and run with the Parcels, and shall benefit or be binding upon the succeéssors
and assigns of the respective Declarants. This Detlaration and- all of the terms, covenants and conditions
herein contained shall be enforceable as equitable servitudes in favor of said Parcels and any portion thereof.

1222 Conflict with Lease. Notwithstanding anything contained in this Declaration to the
contrary, in the event that the provisions of a particular lease between an Owner and its tenant(s) are
different from, or in conflict with, the provisions of this Declaration, the lease provisions shall prevail
among said Owner and its tenant(s), but as among the Owners, this Declaration shall prevail.
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IN WITNESS WHEREOF, the parties hereto have hereunto set their respective authorized
signature this day twenty seventh day of February, 2015,

"Developer™

RG Investments, LIL.C

a Washington limited liability cgmpany
By: @% N—)

- Allen R. Grant

Its: Sole Member

"Declarant"

ARG Investments, LLC
a Washington limited liability company

By;
Ilen R Grant

Its: Sole Member
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT CIVIL CODE § 1188

A notary public or other officer completing this certificate verifiss only the identity of the individual who signed the
documeént to which this certificate is attachec!, and not the truthfulness, accuracy, or validity of that document,

State of California ' )
County of _Stanislaus )

On_Pebruary 27, 2015 _ beforeme, Sandra L. Turmer, notary public
Date Here Insert Name and Title of the Officer

personally appeared __Allen K. Grant

Narne(s) of Signer(s)

who proved to me on the basls of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same In
his/har/thelr authorized capacity(ies), and that by his/her/their signature(s) on the instrumsnt the person(s),
or the entity upon behalf of which the person(s) acted, executed the instrument..

| certify under PENALTY OF PERJURY under the laws
of the State of Californla that the foregoing paragraph
is true and corect.

AN

O e WITNESS my hand and official seal.
Signature
Signature of Notary Public
Place Notary Seal Above
OPTIONAL

Though this section Is optional, completing this information can detsr alteration of the document or
fraudulent reattachment of this form to an unintended document.

Deacription of Attached Document /Dec of Covenants Conditions & Restrictions
Title or Type of Document: Grant of Fusementa &'  Document Date! gebruazy 27, 2015
Number of Pages: _38  Signer(s) Other Than Named Above.

Capaclty(ies) Claimed by Signer(s)

Signer's Name: _Allen R. Grant Signer's Name: _Allen R. Grant

DCorporate Officer — Title(s): [ Corporate Officer — Title(s):

3 Partner — O Limited O General O Partner — OLimited DO General

0O Individual [J Attomey In Fact 0O Individual 3 Attomey In Fact

O Trustee O Guardian or Conservator D Trustea O Guardlan or Conservator

[ Other: LLC Sale Memher R Other: _LLC Sole Member
Signer Is Representing: Signer is Representing:

©2014 Natlonal Notary Association « www.NationalNotary.org » 1-800-US NOTARY (1 -800-876-582 Hem #5907
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EXHIBIT "D"
MONUMENT SIGN

1 ]

Sumcrald Industrial Park
GOLESTAR  |ES ™ e mICd
| M W

|
| Baricy & Wine

Home Fermunintion Supply

Frame Skze: 119" x 46.5"
Cut Size: 118.5" x 46"
Visual Opening: 116°x 43.5”

Note: Names on sign panels above are for example purposes only and not as a representation of
tenants ar occupants of the industrial Business Park

34




UP DA PLN2020-0036
Development Agreement
July 16, 2020

Page 93

DocuSign Envelope [D: 9730340E-11A3-4BF8-AB6E-95AF93A9F610

EXHIBIT "E"

SINGLE CAPITAL EXPENDITURES

The Fifteen Thousand Dollar (815,000 amount by which the portion of single capital expenditures
in excess of such amount (the "Breakpoint Amount”™ are excluded from the Common Area Manager's
service cbarge set forth in Section 5.5(c) shall be adjusted as of the first day of the 61st month after the
recordation of the Declaration and as of the first day of each five (5) year anniversary date thereof during
the term of the Declaration (each such date being hereinafter referred to as an "Adjustment Date") to reflect
the change, if any, in the "CPI" (as defined below) between the date of recordation of the Declaration and
each Adjustment Date, On each Adjustment Date, the Breakpoint Amount then in effect shall be adjusted
by multiplying such Breakpoint Amount by a fraction, the numerator of which is the CPI published most
recently before the applicable Adjustment Date and the denominator of which is the CPI published most
recently before the next preceding Adjustment Date (or the date of recordation of the Declaration for the
first Adjustment Date).

As used herein, "CPI" means the Consumer Price Index, All Items (All Urban Consumers) for the
area in which the Industrial Business Park is located, published by the Buresu of Labor Statistics of the
United States Department of Labor (base year 1982-84 = 100). If the Base Year for the CPI is changed,
then the calculation hereunder shall be made by utilizing the appropriate conversion factor published by the
Bureau of Labor Statistics or any successor agency to correlate to the base year, If no such conversion
factor is published, or if publication of the CPI is discontinued, or if the basis for calculating the CP1 is
materially changed, then the term "CPI" shall mean (i) comparable statistics with respect to the purchasing
power of the dollar, as a unit of currency, as computed by an agency of the United States Government
performing a function similar to that performed by the Bureau of Labor Statistics as of the execution hereof,
or (i) if none, by a substantial and responsible periodical or publication of recognized authority most closely
approximating the result which would have been achieved by the CPI in terms of indexing the purchasing
power of the dollar as a unit of currency.
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EXHIBIT "F"

RULES AND REGULATIONS

A. Common Area

1. The asphalt paving of the Common Area shalil be inspected at regularly and maijntained
level and evenly covered with the type of surfacing material originally installed thereon, or such substitute
thereof as shall be in all respects equal thereto in quality, appearance and durability.

2. All papers, debris, filth and refuse shall be removed regularly from the Industrial
Business Park, and paved areas shall be washed or thoroughly swept as required. All sweeping shall be at
intervals before the retail establishments within the Industrial Business Park shall be opened for business
to the public, using motor driven parking lot vacuum cleaning vehicles where feasible.

3. All trash and rubbish containers Jocated in the Common Area for the use of Permittecs
shall be emptied daily and shall be washed at intcrvals sufficient to maintain the same clean condition.

4. All lendscaping shall be properly maintained, inciuding removal of dead plants, weeds
and foreign matter and such replanting and replacement as the occasion may require,

5. All hard-surfaced merkings shall be inspected at regular intervals and promptly
repainted as the same shall become unsightly or indistinct from wear and tear, or other cause.

6. All storm drain catch basins shall be cleaned on & schedule sufficient to maintain all
storm drain lines in a free-flowing condition and all mechanical equipment related to storm drain and
senitary sewer facilities shall be regularly inspected and kept in proper working order.

7. All surface utility facilities servicing the Common Ares, including, but not by way of
limitation, hose bibs, standpipes, sprinklers and domestic water lines, shalf be inspected at regular intervals
and promptly repaired or replaced as the occasion may require, upon the occurrence of any defect or
malfunctioning.

8. All Common Area amenities, benches, and institutional, directional, traffic and other
signs shall be inspected at regular intervals, maintained in a clean and attractive surface condition and
promptly repaired or replaced upon the occurrence of any defects or irregularities thereto.

9. All lamps shall be inspected at regular intervals and all lamps shall be promptly
replaced when no longer properly functioning.

10.  The improvements on and to the Common Area shall be repaired or replaced with
materials, apparatus and facilities of quality at least equal to the quality of the materials, apparatus and
facilities repaired or replaced.

11.  The Common Area shall be illuminated in such areas as the Declarants shall determine,
at least during such hours of darkness as any of the retail establishments in the Industrial Business Park
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shall be open for business to the public, and for a reasonable period thereafter, in order to pertnit safe ingress
to and egress from the Industrial Business Park by Permittees, and shall also be illuminated during such
hours of darkness and in such manner as will afford reasonable security for the Owners , occupants and
visitors.

12.  The Common Area Manager shall use reasonable efforts to arrange with local police
authorities to (a) patro] the Common Area at regular intervals, and (b) supervise traffic direction at entrances
and exits to the Industrial Business Park as traffic conditions would reasonably require such supervision,
and all Declatants shall cooperate and use their reasonable efforts to assist the Common Area Manager in
arranging such activities.

13.  The Declarants shall use reasonable efforts to require their respective Permittees to
comply with all regulations with respect to the Common Area, including, but not by way of limitation,
posted speed limits, directional markings and parking stall markings.

14, All of the Common Area shall be maintained free from any obstructions not required,
including the prohibition of the sale or display of merchandise.

B. Floor Area

1. All Floor Area, including entrances and returns, doors, fixtures, windows and plate
glass shall be maintained in safe, neat and clean condition,

2, All trash, refuse and waste materials shall be regularly removed from the premises of
each retail establishment within the Industrial Business Park, and until remova! shall be stored (a) in
adequate containers, which containers shall be covered with lids and shall be located so as not to be visible
to the general public shopping in the Industrial Business Park, and (b) so as not to constitute any health or
fire hazard or nuisance to any Declarant.

3. Neither sidewalks nor walkways shall be used to display, store or place eny
merchandise, equipment or devices, except as otherwise provided for in Section 1.6(a) of this Declaration.

4. No advertising medium shall be utilized which can be heard or experienced outside of
the Floor Area of any retzil establishment, including, without limiting the generality of the foregoing,
flashing lights, searchlights, loud speakers, phonographs, radios or televisions, however, nothing herein
shall limit a tenant's or occupanit's use of a loud speaker for communication between a retail building and
an outdoor sales/storage area located immediately adjacent thereto. The volume of any such loud speaker
system shall at all times be at the minimum level necessary to effectively communicate and there shall be
no music played or continuous broadcasting from such loud speaker system(s).

" 5. . No use shall be made of the Industrial Business Park or a portion or portions thereof
which would (a) violate any law, ordinance or regulation, (b) constifute a nuisance, (c) constitute an extra-
hazardous use, or (d) violate, suspend or void any policy or policies of insurance on the buildings in the
Industrial Business Park.

6. The Declarants shall use their best efforts to require all trucks servicing their respective
Parcels to load and unload such trucks (a) prior to the hours the Industrial Business Park is open for business
to the general public, or (b) so as not to materially interfers with the operation of the other establishments
within the Industria! Business Park.
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7. The Declarants shall promptly upon receiving notice thereof, notify Developer or
Developers deslgnatcd represcntatlve of any accident, Joss, damage, destruction or any other situation
which arises in or about their respective Parcels or the Common Area whnch could potentially result in a
claim or other action against Developer. -

C. Conduct of Persons

The Declarants hereto do hereby establish the following rules and regulations for the use of
roadways, walkways, the Common Parking Ares, and other common facilities provided or the use of
Permittees: )

L No person shall use any roadway or walkway, except as a means of egress from or
ingress to any Floor Area and the Common Parking Area within the Industrial Business Park, or adjacent
public streets or such other uses as approved by the Declarants and except as otherwise provided for in
paragraph B.5 abave in this Exhibit "F". Such use shall be in an orderly manner, in accordance with the
directional or other signs or guides. Roadways within the Industrial Business Park shall not be used at a
speed in excess of fifieen (15) miles per hour and shall not be used for parking or stopping, except for
designated loading and unloading areas and except for the immediate loading or unloading of passengers.
No walkway shall be used for other than pedestrian travel or such other uses as approved by the Declarants,
except as otherwise provided for in paragraph B.5 above in this Exhibit "F".

2, No person shall use the Common Parking Area except for the parking of motor
vehicles during the petiod of time such person or the occupants of such vehicles are customers or business
invitees of the retail establishments within the Industrial Business Park or except as otherwise provided for
in Section 8.1 of the Declaration as amended. All motor vehicles shall be parked in an orderly manner
within the painted lines defining the individual parking places. During peak periods of business activity,
Jimitations may be imposed as to the lenigth of time for parking use.

3. No person shall use any utility area, truck court or other area reserved for use in
connection with the conduct of business, except for the specific purpose for which permission to use such
area is given.

4, Developer shall have the right to supplement these Rules and Regulations with rules
and regulations dealing with the public's right to engage in expressive activity in the Industrial Business
Park ("Expressive Activities Regulations") which Expressive Activities Regulations shall comply with then
current California law.

5. Subject to the Expressive Activit'm Regulations, no person shall, in or on any part of
the Common Area:
(a) Vend, peddle or soficit orders for sale or distribution of any merchandise,
device, service, periodical, book, pamphlet or other matter whatsoever,
(b)  Exhibit any sign, placard, banner, notice or other written material.
()  Distribute any circular, booklet, handbill, placard or other material.

(d)  Solicit membership in any organization, group or association or contribution
for any purpose.
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(e)  Parade, rally, patrol, picket, demonstrate or engage in any conduct that might
tend to interfere with or impede the use of any of the Common Area by any Permittee, create a disturbance,
attract attention or harass, annoy, disparage or be detrimental to the interest of any of the retail
establishments within the Industrial Business Park. -

()  Useany Common Area for any purpose when none of the retail establishments
within the Industrial Business Park is open for business or employment, -

(g)  Throw, discard or deposit any paper, glass or extraneous matter of any kind,
except in designated receptacles, or create litter or hazards of any kind.

(h)  Use any sound-making device of any kind or create or produce in any manner
noise or sound that is annoying, unpleasant, or distasteful to the Declarants or Permittees, except as
otherwise provided for in paragraph B.6 above of this Exhibit "E"..

(iy Deface, damage or demolish any sign, light standard or fixture, landscaping
material or other improvement within the Industrial Business Park, or the property of customers, business
invitees or employees situated within the Industrial Business Park.

The listing of specific items as being prohibited is not intended to be exclusive, but to indicate
in general the manner in which the right to use the Common Area solely as a means of access and
convenlence in shopping at the retail establishnmients in the Industrial Business Park is limited and controlled
by the Declarants in the Industrial Business Park.

Any Declarant shall have the right to remove or exclude from or to restrain (or take legal
action to do s0) any unauthorized person from, or from coming upon, the Industrial Business Park or any
portion thereof, and prohibit, abate and recover damages arising from any unauthorized act, whether or not
such act is in express violation of the prohibitions listed above. In so acting such Declarant is not the agent
of ather Declarants or tenants of the Industrial Business Park, unless expressly nuthonzed or directed to do
so by such Declarant or tenant in writing,
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Duke Leffler, SIOR, CCIM

July 13, 2020

Stanislaus County Planning Commissioners & Staff
Attn: Jeremy Ballard and Tera Chumley

Stanislaus County Planning Commission

1010 10" Street

Modesto, CA 95354

Re: Use Permit & Development Agreement Application No. PLN2020-0036 - The Peoples
Remedy - 1119 Lone Palm Ave., Modesto, CA 95351,

Dear Mr. Ballard, Ms. Chumley, Stanislaus County Planning Commissioners & Staff,

I am Duke Leffler, owner of the property located at 1119 Lone Palm Ave., Modesto, CA, |
acquired this property several years ago with the knowledge that use by a cannabis related
business in this location would be acceptable in the context of state and county rules and
regulations related to cannabis related businesses. In fact, | hoped to have the opportunity
to work with a cannabis related business at this location.

I think the property is a perfect location for the intended use. 1119 Lone Palm Avenue meets
all of the criteria required by state and county ordinances with respect to proximity to
housing, childcare, schools, etc.

Mark Ponticelli and Marlowe Mercado, owners of The Peoples Remedy, and their team of
professionals and have 4 locations in Stanislaus County at the present time. They must
follow rigid reporting guidelines and provide security at their places of business, While not
required ordinance or law, The Peoples Remedy has security services 24/7 at all of their
facilities. This security service will be a benefit to all businesses in the area and the
neighborhood in general. The security personnel also police traffic and parking for the
business. Most importantly, The Peoples Remedy will provide over 50 jobs at this location
alone. In fact, as an “essential business” as defined by the state and county, The Peoples
Remedy has been in operation to serve the public during the Covid 19 quarantine/crisis.

Finding locations for cannabis related businesses is a difficult proposition as state and local
ordinances are extremely sensitive to where these businesses can locate, The approval of
this application will allow The Peoples Remedy , as an essential business, to continue to
provide people access to the medicine they need.
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July 15, 2020

VIA EMAIL: planning@stancounty.com

Stanislaus County Planning Commission

¢/o Department of Planning and Community Development County of Stanislaus
1010 10th Street, Suite 3400

Modesto, CA 95354

Subject: Proposed Use Permitand Development Agreement Application No. PLN2020-0036
The People's Remedy

Dear Commissioners:

} am the owner of two buildings that neighbor the building in which the subject cannabis dispensary is
proposed and | vehemently object to this proposed use. The building designated for the proposed
dispensary (119 Lone Palm Ave.), along with my neighboring two buildings and three other buildings
collectively comprise Emerald Industrial Park. All of these buildings, except 1117 Lone Palm, were
designed, permitted and occupied for light industrial uses. 1117 Lone Palm is, and always has been, an
office building with the correspondingly higher number of required parking spaces on the underlying
parcel.

Following are some of the reasons for my objection:

1. Subject building is zoned Light Industrial, yet the applicant is proposing a retail store right in the
middle of it.

2. It will be impossible for the dispensary and building owner to control parking as their customers
will park where they please despite any assigned/marked parking spots. There will; be times,
especially during staff changes and peak business hours, when there won't be enough parking for
staff and customers. That will create serious problems with neighboring tenants and have a short-
term and long-term detrimental impact on all businesses in the industrial park.

3. | sent (to County staff) business cards of 2 business owners who are directly affected by the
problems at their existing location on Lone Palm Ave. on east side of Hwy. 99. These owners
would gladly tell the Planning Commission the problems that they experience almost daily, if
County staff calls them. Also, a McCoy tire forklift driver told me that they continually blocked
their driveway next door and when he complained was often confronted. I'm sure that can also
be confirmed.

4. The distance from the Lone Palm entrance to the back of the cul-de-sac road is approximately the
length of a football field and a half (150 yds). That's not exact, but close. If they looked at the
overhead that you sent them, they would see that this is the wrong place for them. Having only
one, shared roadway in and out of Emerald Industrial Park and the proposed dispensary location
being at the rear portion of the park, it is a potential disaster for existing tenants conducting



normal business activity. Over time, we would lose all of our tenants because of this incompatible
use and its adverse effect on the day-to-day operation of neighboring businesses.

Finally, it seems strange to me that the dispensary would lease a 12,000 sg. ft. building and only use 1/4
of it, unless they were planning for future expansion.

If necessary, | would gladly meet with any Commissioner, any time, after July 25th, at their convenience.

Thank you,

/“

/
i
/4

John P. Cicinato
Owner of 1121 and 1123 Lone Palm Ave., Modesto
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(C) BOOK 18 OF SURVEYS, AT PAGE 1

(D) BOOK 33 OF PARCEL MAPS, AT PAGE 100
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(F) BOOK 21 OF SURVEYS, AT PAGE 60

(G) VOLUME 1 OF MAPS, AT PAGE 83
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RECORDING REQUESTED BY:

COUNTY OF STANISLAUS
BOARD OF SUPERVISORS

When Recorded Mail To:

Stanislaus County

Department of Planning & Community Development
1010 10 Street, Suite 3400

Modesto, CA 95354

Fee Waived per GC 27383

Space above this line for Recorder’s use

FIRST AMENDMENT TO
DEVELOPMENT AGREEMENT
BETWEEN THE
COUNTY OF STANISLAUS
AND

MDS BUSINESS SERVICES, LLC (dba The People’s Remedy)
1119 LONE PALM AVE., MODESTO

EXHIBIT 2



This First Amendment to Development Agreement (“First Amendment”) is made
and entered in County of Stanislaus on this ___ day of , 2022, by and
between Stanislaus County, a political subdivision of the State of California (hereafter
“County”) and Jayden’s Journey Cooperative, Inc., a California Corporation (hereafter
‘Permittee”). County and Permittee may be individually referred to in this First
Amendment as a “Party” and collectively as the “Parties.”

RECITALS

A. Whereas the County and Permittee entered into that certain Development
Agreement dated December 17, 2019 (“Development Agreement”) regarding the property
more particularly described on Exhibit A attached hereto and incorporated by this
reference.

B. Whereas, Permittee is currently obligated to pay $68,150 in 2022, $71,800
in 2023 and $71,800 in 2024 for its Public Benefit Contribution as set forth in the
Development Agreement.

C. Whereas, Permittee is currently obligated to pay the greater of $665,000
or 8% of its Gross Receipts in 2022, $700,000 or 8% of its Gross Receipts in 2023 and
$700,000 or 8% of its Gross Receipts in 2024for its Public Benefit Rate Payment as set
forth in the Development Agreement.

D. Whereas, poor economic conditions have impacted Permittee’s business
and Permittee is requesting economic relief for its Public Benefit Contribution and its
Public Benefit Rate Payment for the years 2022, 2023 and 2024.

E. Whereas, County is amenable to providing economic relief to Permittee by
reducing the Public Benefit Rate Payment for the years 2022, 2023 and 2024.

F. Whereas, on May 3, 2022 the Board of Supervisors terminated the
collection of the Community Benefit Contribution.

G. Whereas, Section 13.4 of the Development Agreement requires an
amendment to the Development Agreement for any amendment to monetary
contributions by the Permittee under the Development Agreement.

H. Whereas Section 12.2 of the Development Agreement provides that the
Development Agreement may be amended in writing from time to time by mutual consent
of the Parties thereto and in accordance with the procedures of State law and permitted
uses.

NOW, THEREFORE, with reference to the foregoing recitals and in consideration
of the mutual promises, obligations and covenants herein contained, County and
Permittee agree as follows:



AGREEMENT

1. Incorporation of Recitals. The Recitals and all defined terms set forth above are
hereby incorporated into this Agreement as if set forth herein in full.

2. Elimination of Permittee’s Public Benefit Contribution Obligation.

2.1. Community Benefits. Permittee’s Community Benefit Contribution for the
years 2022, 2023 and 2024 and thereafter is hereby eliminated.

2.2. Elimination of Section A, Attachment E. Section A (Community Benefit
Contribution) of Attachment E is hereby deleted in its entirety and not replaced.

3. Reduction in Permittee’s Public Benefits Rate Payments.

3.1. Community Benefits. Permittee’s Community Benefit Rate Payments for
the years 2022, 2023 and 2024 shall be the greater of $331,270 or 8% of Gross
Receipts.

3.2. Revision to Attachment E, Section B. Paragraph 3.1.2 of Section B
(Community Benefit Rate Payments) of Attachment E is deleted in its entirety and
replaced by the following:

“3.1.2. Subsequent years to be paid in quarterly installments on April 30, July 30,
October 30, and January 30, as follows:

A. InYear 2021, the greater of $635,000 or 8% of Gross Receipts;
B. In Years 2022, 2023 and 2024, the greater of $331,270 or 8%
of Gross Receipts.”

4, Ratification of Amended Development Agreement. Except as amended herein all
other terms and conditions of the Development Agreement shall remain in full force
and effect. In the event of a conflict between any provision of the Agreement and
a provision of this Amendment, the provision of this Amendment shall control. The
Development Agreement, as amended herein, is hereby ratified by the Parties.

5. Counterparts.

This Agreement is executed in three (3) duplicate originals, each of which is
deemed to be an original.

6. Recordation.

The County shall record a copy of this First Amendment within ten (10) days
following execution by all Parties.



[ signatures appear on following page |



IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be
executed as of the date and year first above written.

COUNTY

County of Stanislaus

By:

Terrance P. Withrow
Chairman of the Board of Supervisors

Attest:
Clerk of the Board of Supervisors

Deputy Clerk

Approved as to Form:
Thomas E. Boze
County Counsel

By:

G. Michael Ziman
Deputy County Counsel

PERMITTEE

MDS Business Services, LLC (dba The
People’s Remedy

By:

Mark Ponticelli, CEO

Dated:

(NOTARIZATION ATTACHED)



ATTACHMENT A

LEGAL DESCRIPTION

Real property in the County of Stanislaus, State of California, described as
follows:

PARCEL 5 AS SHOWN ON PARCEL MAPS FILED FOR RECORD APRIL
13, 2014 IN BOOK 57 OF PARCEL MAPS, AT PAGE 13, STANISLAUS
COUNTY RECORDS



CALIFORNIA NOTARY ACKNOWLEDGMENT

A notary public or other officer completing this
certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that
document.

State of California

County of

On before me, :
personally appeared , who
proved to me on the basis of satisfactory evidence to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that
by his/her/their signature(s) on the instrument the person(s), or the entity upon
behalf of which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California
that the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)



CALIFORNIA NOTARY ACKNOWLEDGMENT

A notary public or other officer completing this
certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that
document.

State of California

County of

On before me, :
personally appeared , who
proved to me on the basis of satisfactory evidence to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that
by his/her/their signature(s) on the instrument the person(s), or the entity upon
behalf of which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California
that the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)



CALIFORNIA NOTARY ACKNOWLEDGMENT

A notary public or other officer completing this
certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that
document.

State of California

County of

On before me, :
personally appeared , who
proved to me on the basis of satisfactory evidence to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that
by his/her/their signature(s) on the instrument the person(s), or the entity upon
behalf of which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California
that the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)




CALIFORNIA NOTARY ACKNOWLEDGMENT

A notary public or other officer completing this
certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that
document.

State of California

County of

On before me, :
personally appeared , who
proved to me on the basis of satisfactory evidence to be the person(s) whose
name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that
by his/her/their signature(s) on the instrument the person(s), or the entity upon
behalf of which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California
that the foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)



STANISLAUS COUNTY
DEPARTMENT OF PLANNING AND
COMMUNITY DEVELOPMENT
1010 10™ Street, Suite 3400
Modesto, California 95354

e
NOTICE OF EXEMPTION
e

Project Title: Amendment of the Development Agreement (DA) for Use Permit & Development Agreement No.
PLN2020-0036 — The People’s Remedy

Applicant Information: Mark Ponticelli dba The People’s Remedy, 1119 Lone Palm Avenue, Modesto, CA
95351.

Project Location: 1119 Lone Palm Avenue, between Woodland and Kansas Avenues, west of State Route
99, in the Modesto area. Stanislaus County. APN: 029-011-075.

Description of Project: Request to mutually amend the adopted DA to eliminate the Community Benefit
Contribution and modify the payment rates for the Community Benefit Rate.

Name of Agency Approving Project: Stanislaus County Board of Supervisors

Lead Agency Contact Person: Jeremy Ballard, Associate Planner Telephone: (209) 525-6330

Exempt Status: (check one)

Ministerial (Section 21080(b)(1); 15268);

Declared Emergency (Section 21080(b)(3); 15269(a));
Emergency Project (Section 21080(b)(4); 15269(b)(c));
Categorical Exemption. State type and section nhumber:

Statutory Exemptions. State code number:
Common Sense Exemption. 15061 (b)(3)

EDDDDD

Reasons why project is exempt: The proposed development agreement amendment only alters fees required
to be paid by the operator and does not propose any physical changes to the existing commercial cannabis retail

operation.

Dated Jeremy Ballard
Associate Planner

\\pwO4\planning\Planning\Staff Reports\UP\2020\Cannabis Applications\PLN2020-0036 - The People's Remedy\2022 Development Agreement Amendment\June 16, 2022\Attachment C - Notice of
Exemption.docx

EXHIBIT 3
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