CITY OF COSTA MESA
ZONING ADMINISTRATOR STAFF REPORT

SUBJECT: Minor Conditional Use Permit PMCP-25-0023, is a request to
amend Conditional Use Permit PA-22-13 to add a Type 9 Non-
Storefront Retailer (delivery only) License to an existing Cannabis
Distribution Facility.

SITE LOCATION: 3505 Cadillac Avenue, Suite F3

APPLICANT: Michael Stewart/Hera Distribution LLC
OWNER: Hugo Holdings LLC
PLANNER: Jeffrey Rimando, Assistant Planner

714-754-5012 or jeffrey.rimando@costamesaca.gov

DECISION DATE: March 26, 2026

RECOMMENDATION

Staff recommends that the Zoning Administrator approve the Minor Conditional Use
Permit application based on findings of fact and subject to the conditions of approval.

DECISION

This Zoning Administrator will make a decision on March 26, 2026, or soon thereafter.
The decision will become final at 5:00 p.m. seven days after the Zoning Administrator
issues a Notice of Decision, unless appealed by an affected party by filing the necessary
application and paying the appropriate fee, or if the decision is called up for review by
a member of the City Council.

COMMENTS OR CONCERNS

If you have any comments or concerns about the proposed application, please submit
them in writing to Assistant Planner, Jeffrey Rimando, prior to noon on Thursday, March
26,2026, at jeffrey.rimando@costamesaca.gov, or by delivering them in person or via
U.S. mail to the Economic & Development Services Department located at 77 Fair
Drive, Post Office Box 1200, 92628-1200.

ATTACHMENTS: Staff Report, Applicant Letter, Site Plan and Floor Plan
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PLANNING APPLICATION SUMMARY

Location 3505 Cadillac Ave, Suite F3 Application PMCP-25-0023
Number
Request Minor Conditional Use Permit to amend Conditional Use Permit PA-22-13 to add a new
Type 9 Non-Storefront Retailer (Delivery Only) license to an existing Type 11 and Type “N”
Cannabis Distribution and Manufacturing facility.
CEQA Exempt per CEQA Guidelines Section 15301 (Existing Facilities)
Final Action Zoning Administrator

SUBJECT PROPERTY

Zoning District

PDI (Planned Development Industrial)

General Plan Land Use
Designation

Industrial Park

Lot Dimensions

97" x 62'

Lot Area

6,014 square feet (subject parcel)

List of Approved Plans/Land Use
Entitlements

ZE-20-160 (Original entitlement)

PA-22-13 (Conditional Use Permit for a Type 11 cannabis distribution
facility in Suite F3)

PMCP-24-0028 (Minor Conditional Use Permitto add Type “N” cannabis
manufacturing license to an existing Type 11 cannabis distribution
facility in Suite F3)

Existing Development

Industrial park known as Cambridge Park, consisting of 64
condominium units totaling 227,949 square feet of gross floor area.
Suite F3 is approximately 5,772 square feet and is currently used as a
cannabis distribution and manufacturing facility.

SURROUNDING PROPERTY

Zoning District General Plan Land Use | Existing Development:
Designation
North Industrial Park (MP) | Industrial Park Industrial Building
East Industrial Park (MP) | Industrial Park Industrial Building
South N/A N/A Interstate 405 Freeway
West N/A N/A Santa Ana River

DEVELOPMENT STANDARDS COMPARISON

Development Standard Required / Allowed Proposed / Provided
PDI Dev. Standard
Building Height 2 stories/31 feet' 2 stories/31 feet
Setbacks:
Front 25 feet min." 25 feet
Side (left/ right) 0 feet/10 feet! 25 feet/50 feet
Rear 50 feet! 50 feet
Landscape Setback - front 25 feet’ 25 feet
Parking 6342 690’
Floor Area Ratio (FAR) 0.2-0.75 max. 0.376

" Approved through ZE-80-160

2 Per operating characteristics established for PA-97-50, PA-06-12, ZA-15-041 and PMCP-24-0023
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EXECUTIVE SUMMARY

The Minor Conditional Use Permit (MCUP) (PMCP-25-0023) application requests an
amendment to a previously approved Conditional Use Permit (CUP) (PA-22-13) to
allow a non-storefront retailer (delivery only) within an existing distribution and
manufacturing facility located at 3505 Cadillac Avenue, Unit F3, located in the City's
Measure X zone. The applicant seeks to add a State Type 9 Non-Storefront Retailer
(Delivery Only) license to the existing use, which would permit the sale of cannabis
goods to customers through delivery only. No changes to the facility’s footprint or
operational intensity are proposed, only an expansion of permitted uses to include
non-storefront retailer activities allowed under the Type 9 license.

SETTING

The subject property is an approximately 5,772-square-foot condominium property
located within the Cambridge Park industrial complex on the west side of Cadillac
Avenue. The subject property has a General Plan Land Use Element designation of
Industrial Park and a Zoning designation of Planning Development Industrial (PDI).
Properties to the north and east are designated Industrial Park and contain industrial
and office uses. The Interstate 405 Freeway abuts the property to the south and the
Santa Ana River abuts the property to the west. Cambridge Park includes 64 industrial
condominium units totaling approximately 227,949 square feet with 690 surface
parking spaces. Figure 1 shows the location of the subject development and suite.

Subject Development L .°
(Cambridge Park)
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The subject property is located on the west side of Cadillac Avenue, within a portion of
the City’s industrial area known as the “Green Zone". The “Green Zone" area is the
industrial area located directly north of the |-405 freeway to MacArthur Boulevard,
between the Santa Ana River and Harbor Boulevard. A variety of cannabis uses can be
permitted in the “Green Zone”, including manufacturing, distribution, and non-storefront
retail (direct delivery to consumers).

The subject property, Unit F3, is a 5,772-square-foot tenant suite, located nearest to the
Cambridge Park driveway entrance at the intersection of Toronto Way and Cadillac
Avenue. The adjacent tenant suites, Units F1 and F5, include a cannabis
manufacturing/distribution facility and a construction general contractor. The previous
use of the subject tenant space was a printer repair facility and supplier (“OmniPrint
International”).

BACKGROUND

City of Costa Mesa Medical Marijuana Measure (Measure X) and Costa Mesa Retail
Cannabis Tax and Regulation Measure (Measure Q)

In November 2016, Costa Mesa voters approved Measure X, allowing medical cannabis
manufacturing, packaging, distribution, research and development laboratories, and
testing laboratories in a specified area known as “The Green Zone.” The Green Zone
includes specific Industrial Park (MP) and Planned Development Industrial (PDI) zoned
properties that are located north of South Coast Drive and west of Harbor Boulevard,
excluding the South Coast Collection (SOCO) property located at 3303 Hyland Avenue.
Measure X is codified in Titles 9 and 13 of the Costa Mesa Municipal Code (CMMC).

In 2018, non-medical adult use cannabis became legal in California under the State's
Medicinal and Adult-Use Cannabis Regulation and Safety Act (Proposition 64). On April
3, 2018, the City Council adopted Ordinance No. 18-04 to allow non-medical use
cannabis facilities in the same manner and within the same geographic area as were
previously allowed pursuant to Measure X.

On November 3, 2020, Costa Mesa voters approved Measure Q, the Costa Mesa Retail
Cannabis Tax and Regulation Measure. This measure allowed the City to adopt
regulations permitting storefront retail (dispensaries) and non-storefront retail (delivery)
within the City subject to numerous standards and requirements. On June 15, 2021, the
City Council adopted Ordinances No. 21-08 and No. 21-09 to amend Titles 9 and 13 of
the CMMC to establish regulations for retail cannabis storefront and non-storefront uses.
A non-storefront retailer sells packaged cannabis goods to customers through direct
delivery only. Ordinance No. 21-08 allows the addition of non-storefront cannabis uses in
industrial zones by amending the approved Conditional Use Permit (CUP) through a
Minor Conditional Use Permit (MCUP). On May 7, 2024, the City Council adopted
Ordinances No. 24-03 and No. 24-04 to amend the City's retail cannabis provisions in
Titles 9 and 13.
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Cannabis Business Permit (CBP) Process

Prior to establishing a cannabis business in the City, an applicantis subject to an extensive
submittal and application review process and must obtain all the following City approvals
before conducting business:

e Cannabis Business Permit Notice to Proceed;

e Conditional Use Permit (or Minor Conditional Use Permit in specific
circumstances);

e Building Permits (and final inspections by multiple departments and the City's
cannabis security consultant);

e Cannabis Business Permit; and

e City Business License.

The initial phase of a CBP review includes a background check of the proposed owner
and an evaluation of the proposed business plan and security plan by the City’s cannabis
security consultant (HAL Companies). The applicant has successfully completed these
evaluations and staff issued a “Notice to Proceed,” which allows the applicant to submit a
Conditional Use Permit (CUP) application.

If the CUP is approved, the applicant would begin the remaining steps of the CBP
process. The applicant must obtain building permits, complete building improvements,
demonstrate that all conditions of approval have been satisfied, and that all other
requirements of the CMMC have been satisfied. After passing the final City inspection,
the CBP would be issued. CBP approval is valid for a two-year period and must be
renewed prior to expiration. During the two-year CBP permit periods, the Community
Improvement Division (CID), along with other City staff, will conduct site visits to verify the
operation complies with all CUP and CBP requirements. Violations identified during site
visits may be grounds for the revocation of the CBP or for non-renewal of a CBP.

After obtaining the CBP, the applicant may apply for and obtain a City Business License.
In addition to the CUP, CBP, and City Business License, the applicant must obtain the
appropriate licenses from the State Department of Cannabis Control (DCC) prior to
operating.

Original Entitlement

On July 11, 2022, the Planning Commission voted 5-1-1 (Commissioner Ereth absent) to
approve Conditional Use Permit PA-22-13, a request for a new 5,772-square-foot
cannabis distribution facility. The approval allowed for a Type 11 distributor license which
allows the business to distribute cannabis and cannabis products between cultivation,
manufacturing, and other distribution premises and the distribution of cannabis finished
goods to retailers. No onsite sales were permitted.
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A detailed description of the previously approved use is provided in the July 11, 2022,
Planning Commission Agenda Report linked below. The meeting minutes and video are
also linked below:

e July 11, 2022 Planning Commission Agenda Report
e July 11,2022 Planning Commission Minutes
e July 11,2022 Planning Commission Video

CUP Amendment to Add Type “N” License

On June 26, 2025, the Zoning Administrator approved Minor Conditional Use Permit
PMCP-24-0028, amending CUP PA-22-13 to add a new Type “N" cannabis manufacturing
license to an existing Type 11 cannabis distribution facility. The approval allowed for the
addition of a Type “N" Infusion Manufacturing license, which would permit the infusion of
cannabis extracts or plant material with other ingredients, along with packaging and
labeling finished products.

A detailed description of the previously approved amendment is provided in the June
26,2025, Zoning Administrator Decision linked below:

o June 26,2025 Zoning Administrator Decision

REQUEST

The applicant has filed for an MCUP to amend CUP PA-22-13 and PMCP-24-0028 to
establish a cannabis non-storefront retailer use within the existing cannabis distribution
and manufacturing facility (“Hera Distribution LLC"). A State license for non-storefront
retail would allow the existing business to deliver products directly to consumers off-site,
subject to conditions of approval and State requirements. Cultivation and storefront retail
dispensing of cannabis was prohibited by the existing land use entitlements and would
continue to be prohibited following approval of this proposed amendment.

STANDARD OF REVIEW

Pursuant to CMMC Section 13-30(p)(1), minor amendments to conditional use permits
shall be processed as minor conditional use permits. The request is considered as a minor
amendment as the proposal involves adding a new cannabis license type to the existing
CUP. The proposed amendment would be processed through an MCUP.

To approve an MCUP application under CMMC Section 13-29(g)(2)(a-c), the proposed
use must meet specific criteria. The amendment must be compatible with surrounding
developments and should not be detrimental to nearby properties. Additionally,
granting the permit must not harm public health, safety, or welfare, nor permit a use,
density, or intensity inconsistent with the general plan or specific plans for the property.



https://costamesa.legistar.com/LegislationDetail.aspx?ID=5719696&GUID=43902B44-F5A1-4DF0-A7FA-2ED828896D56
https://costamesa.legistar.com/View.ashx?M=M&ID=922024&GUID=BF9CE173-724E-4811-BB79-74876EBE3E6B
https://costamesa.granicus.com/player/clip/3879?view_id=14&redirect=true
https://www.costamesaca.gov/home/showpublisheddocument/60551/638865496334794136
https://ecode360.com/42616826
https://ecode360.com/42616745
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Furthermore, all applications must adhere to broader “Review Criteria” outlined in the
CMMC. These include ensuring neighborhood compatibility, safety and design
consistency, compliance with performance standards, and alignment with the General
Plan and/or applicable specific plans. Each application is project-specific and
evaluated on its unique merits to ensure it aligns with the City's development
standards.

DESCRIPTION

Non-Storefront Retailer (Delivery Only) Use

The non-storefront retailer (delivery only) use is conditionally permitted within the
Measure X Green Zone pursuant to CMMC Section 13-200.92(a). As described in the
attached applicant letter, the applicant is proposing to amend their existing cannabis
distribution and manufacturing CUP to add a non-storefront retailer (delivery only) use
within the existing suite. In addition to local permits, the applicant must obtain a State
License Type 9 license to permit the sale of cannabis goods to customers only through
delivery.

The tenant improvements proposed to accommodate the new non-retailer storefront
use would include re-purposing a portion of the storage and office areas to be used
solely for the delivery process as shown and highlighted in Figure 2 below.

Figure 2: Floor Plan
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ANALYSIS
Non-Storefront Retail use

As described in the attached applicant letter, the applicant is proposing to amend their
existing CUP to add a non-storefront retail (delivery) use. Loading and unloading of
delivery vehicles will occur within the rear of the tenant space that is accessed by a
garage door. There are existing security cameras along the exterior of the tenant suite
where the loading and unloading activity would occur. This is consistent with the
business’s current distribution operations.

The applicable State and local operating requirements for non-storefront retail delivery
operations are summarized below:

e Allemployees who deliver cannabis shall have valid identification and a copy of the
business' Cannabis Business Permit (CBP) and State license at all times while
making deliveries.

e Allemployees who deliver cannabis shall have valid identification and a copy of the
retail business' cannabis business permit and state license at all times while making
deliveries..

e All commercial cannabis retail businesses shall maintain proof of vehicle insurance
forany and all vehicles being used to transport cannabis goods as required by State
law.

e Deliveries may only take place during normal business hours of the commercial
cannabis retail business.

e During delivery, the delivery employee shall maintain a physical or electronic copy
of the delivery request and shall make it available upon request by the licensing
authority and law enforcement officers. The delivery request documentation shall
comply with State law.

e Alicensed delivery employee shall not leave the State of California while possessing
cannabis products while performing his or her duties for the cannabis retailer.

e A commercial cannabis retail business shall maintain a list of all deliveries, including
the address delivered to, the amount and type of product delivered, and any other
information required by the State.

e A manifest with all information required pursuant to local and State provisions shall
accompany any delivery person at all times during the delivery process and delivery
hours.

e Any delivery method shall be made in compliance with State law, as amended,
including use of a vehicle that has a dedicated GPS device for identifying the
location of the vehicle (cell phones and tablets are not sufficient).

e FEach delivery request shall be entered into a point-of-sale tracking system and have
a receipt prepared by the commercial cannabis retail business with the following
information:

o Name and address of the commercial cannabis retail business.
o The name of the employee who delivered the order.
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o The date and time the delivery request was made.

o The complete delivery addresses.

o A detailed description of the cannabis goods requested for delivery
including the weight or volume, or any accurate measure of the amount
of cannabis goods requested.

o The total amount paid for the delivery including any fees or taxes.

o Atthe time of the delivery, the date and time delivery was made, and the
signature of the person who received the delivery.

o No cannabis delivery vehicle shall display signs, decals or any other form
of advertisement.

o Inspections by an authorized City representative may be conducted
anytime during regular business hours.

e Delivery must be made to a physical address that is not on publicly owned land, a
school, a day care, or a youth center.

e The delivery employee shall not carry cannabis goods valued in excess of $5,000 at
any time with no more than $3,000 of cannabis goods that are not already part of a
customer order that was processed prior to leaving the premises.

e Delivery must be made in person by a direct employee of the licensed retailer. An
independent contractor, third-party courier service, or an individual employed
through a staffing agency would not be considered directly employed by the
licensed retailer.

All of these requirements are pursuant to CMMC Section 9-495(i). General Condition
of Approval No. 59 has been implemented to require the non-storefront retail (delivery
only) operation to be in compliance with stated code section.

Business Plan

The applicant has submitted a detailed business plan that was evaluated by the City's
cannabis consultant (HdL). The business plan described the owners' experience, proof
of capitalization, a three-year pro forma, target customers, key software, and daily
operations. The business plan contains proprietary details and is therefore not
included as an attachment to this staff report. The City’s cannabis consultant
determined that the applicant’'s business plan was appropriate to add the proposed
non-storefront retailer operation.

Security Plan

The applicant has provided a security plan that includes provisions for the non-
storefront retail use. The City's security consultant, HAL Companies, reviewed the
proposed security plan amendments and determined that appropriate security
measures were included to address the City's security requirements pursuant to
Chapter VI, Cannabis Business Permits, of CMMC Title 9 and State law. As conditioned,
the applicant shall submit a list of all vehicles to be used for retail delivery purposes.
The list shall identify the make, model, color, license plate number, and registered



PMCP-25-0023
Page 10 of 30
March 26, 2026

owner of each vehicle. The applicant shall submit an updated vehicle list each quarter
with the required quarterly update to the employee roster pursuant to the CBP.

Since the security plan contains sensitive operational measures that require limited
public exposure to remain effective, the plan is not included as an attachment.
However, the following is generally a list of measures that are provided in the plan and
required by the CMMC:

Monitored exterior and interior surveillance cameras;

Surveillance footage must be maintained for a minimum of 90 days;
Secured storage of cannabis and cannabis products;

Sensors that detect entry and exit from all secured areas; and
Emergency power supply.

Parking Demand

The existing surface parking lot includes 690 shared parking stalls to serve the 14-acre
Cambridge Park property. The existing parking requirement, as established through
Table 13-89 of the CMMC, is the Industrial use parking ratio which requires 3 spaces
per 1,000 square feet of gross floor area for the first 25,000 square feet of building.
The gross floor area of the existing tenantis 5,772 square feet, and as such, the parking
requirement is 17 parking spaces.

Because the proposed amendment does not include a change of use from the current
industrial parking standard, the amendment would not require any additional parking
stalls and is in compliance with the parking requirement. If parking shortages or other
parking-related problems are discovered in the future, Operational Condition of
Approval No. 5 requires the business operator to institute appropriate measures
necessary to minimize or eliminate the problem including, but not limited to, reducing
operating hours of the business, reducing the number of delivery vehicles, and/or
limiting the number of persons within the suite.

GENERAL PLAN CONFORMANCE

The following analysis evaluates the proposed amendment's consistency with
applicable policies and objectives of the 2015-2035 General Plan:

1. Policy LU-1.1: Provide for the development of a mix and balance of housing
opportunities, commercial goods and services and employment opportunities in
consideration of the need of the business and residential segments of the
community.

Consistency: The proposed amendment for the addition of non-storefront retail
delivery services would expand an existing entrepreneurial business in Costa Mesa
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as allowed pursuant to local and State laws and provide new employment
opportunities in the community.

2. Policy LU-6.3: Continue to prioritize commercial and industrial park use of
properties located north of I-405 and within the Airport Industrial District.

Consistency: The proposed amendment for the addition of non-storefront retail
delivery services would continue and supplement the industrial and commercial
nature of an existing industrially zoned property located north of I-405.

3. Policy LU-6.7: Encourage new and retain existing businesses that provide local
shopping and services.

Consistency: The proposed amendment would retain and support a growing City
business to continue to provide expanded cannabis services.

4. Policy LU-6.15: Promote unique and specialized commercial and industrial
districts within the City which allow for incubation of new or growing businesses
and industries.

Consistency: The proposed amendment would expand the operations of an
existing cannabis manufacturing and distribution facility that is part of a growing
industry and would be based in a location specifically identified for such uses by
the City’s electorate through Measure X.

Review Criteria

The following are the applicable Review Criteria pursuant to CMMC Zoning Code
Section 13-29 (e):

(1) Compatible and harmonious relationship between the proposed building
and site development, and use(s), and the building and site developments,
and uses that exist or have been approved for the general neighborhood.

The proposed use is compatible and harmonious with developments in the
same general area and would not be materially detrimental to other properties
within the area. The use is currently conducted within the building and the
expansion of delivery service will not generate noise, odors, excessive traffic or
other detrimental effects in excess of what is typical for the surrounding area.
The subject site is surrounded by industrial uses to the north and east, the 1-405
freeway to the south and the Santa Ana River to the west. The PDI zone is one of
only two zones which conditionally permit the cannabis non-storefront retail use,
as such the proposed use is compatible as it is located within the “Green Zone”
which was specified by the City as the designated area for cannabis non-retail
uses. Compliance with existing and proposed conditions of approval will ensure
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the non-storefront retail use with delivery services will operate without
negatively impacting surrounding properties.

(2) Safety and compatibility of the design of buildings, parking area,
landscaping, luminaries and other site features which may include
functional aspects of the site development such as automobile and
pedestrian circulation.

Granting the minor conditional use permit for delivery services will not be
detrimental to the health, safety and general welfare of the public or otherwise
injurious to property or improvements within the immediate neighborhood in
that all business activities will be conducted within the building (underroof), and
the use will not generate noise, odors, excessive traffic or other detrimental
effects on the surroundings. The proposed amendment has been reviewed by
the applicable City departments, including the Planning Division, Building
Division, Public Works Department, and Fire Department, to ensure safety issues
are addressed. There are no safety concerns with the proposed non-storefront
retail use as no volatile chemicals are proposed to be used within this facility.
The existing parking lot and parking spaces are adequately designed for
automobile and pedestrian circulation.

(3) Compliance with any performance standards as prescribed in the Zoning
Code.

Under CMMC 13-89 (Parking Required), the proposed 5,772-square-foot
cannabis manufacturing, distribution, and non-storefront retailer (delivery only)
business would require 17 parking stalls. Because the proposed amendment
does not include a change of use from the current industrial parking standards,
the amendment will not require any additional parking stalls and is in
compliance with the parking requirement. If parking shortages or other parking-
related problems are discovered in the future, Operational Condition of
Approval No. 5 requires the business operator to institute appropriate measures
necessary to minimize or eliminate the problem including, but not limited to,
reducing operating hours of the business, reducing the number of delivery
vehicles, and/or limiting the number of persons within the suite.

(4) Consistency with the General Plan and any applicable specific plan.

The property has a General Plan designation of Industrial Park. Under the General
Plan designation, the existing use is permissible. The proposed amendment
conforms to the City’s General Plan including Policy LU-1.1, LU-6.3, LU-6.7 and LU-
6.15 as previously mentioned.

(5) The planning application is for a project-specific case and is not to be
construed to be setting a precedent for future development.
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The zoning application is for a unique specific application case limited strictly to
the parcel addressed as 3505 Cadillac Ave, Unit F3. There are no special
considerations included as part of this proposal and nothing that would be
construed to set a precedent for future development. The proposed use of non-
storefront retailer (delivery only) is strictly limited to the certain area of the City
in which the subject property is located. All requests made through this zoning
application are allowable under the City’s regulations and no deviations from

the code are proposed under this request.

FINDINGS

Pursuant to CMMC Section 13-29(g) (2), Minor Conditional Use Permit Findings, in
order to approve the amendment, the Zoning Administrator shall find that the
evidence presented in the administrative record demonstrates that the proposed
amendment substantially meets specified findings. Staff recommends approval of the
request, based on the following assessment of facts and findings.

The proposed amendment complies with Title 13, Section 13-29(g)(2), Minor
Conditional Use Permit “findings,” based on the following:

Finding: The proposed development or use is substantially compatible with
developments in the same general area and would not be materially
detrimental to other properties within the area.

Facts in Support of Finding: Consistent. The subject site is located within the
City’s "Green Zone,” an industrial area of the community where specific types
of cannabis uses are conditionally permitted, such as distribution,
manufacturing, and non-storefront retail (delivery only). The proposed
amendment would involve the addition of a non-storefront retail cannabis use
to an existing cannabis manufacturing and distribution facility and other site
tenants include City approved and State licensed cannabis distribution,
manufacturing and non-storefront retail (delivery only) facilities. Similar to other
industrial uses, the proposed amendment would generate limited customer
traffic to the site and, as proposed and conditioned, the added cannabis use
would be compatible with adjacent industrial and commercial uses.
Compliance with conditions of approval, local regulations, and State
requirements would allow this use to operate with minimal impact on
surrounding properties and uses.

Finding: Granting the minor conditional use permit will not be materially
detrimental to the health, safety and general welfare of the public or otherwise
injurious to property or improvements within the immediate neighborhood.

Facts in Support of Finding: Consistent. The proposed cannabis non-
storefront retail would follow safety measures detailed in a professionally-
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C.

prepared security plan. The security plan was evaluated for compliance by the
City's cannabis security consultant (HdL Companies). Measures designed to
maintain safety at the facility include, but are not limited to, window and door
alarms, panic buttons, motion-detectors, limited access areas, a video
surveillance system that monitors all exterior entrances, exits, and all interior
limited access spaces, and lighting. As proposed and conditioned, video
recordings shall be maintained for a minimum of three months. As required by
the CMMC and affirmed in the security plan, the business shall designate a
security representative to be available to meet with the City Manager, Chief of
Police, or their designees, regarding any security or operational concerns. All
business employees shall pass a live scan background check and obtain
identification badges from the City. The recommended conditions of approval
and local and State laws are intended to ensure that the use would not be
materially detrimental to the health, safety and general welfare of the public,
and would not be otherwise injurious to property or improvements within the
immediate neighborhood.

Finding: Granting the minor conditional use permit will not allow a use,
density or intensity which is not in accordance with the General Plan
designation and any applicable specific plan for the property.

Facts in Support of Finding: Consistent. The use is consistent with the General
Plan goals and policies as discussed earlier in this report. The proposed use
would be located within an existing industrial/office tenant space and there are
no proposed additions to the building; therefore, there is no change to
intensity. As stated in the General Plan Land Use Element, the City’s industrial
designations “accommodate a variety of industrial and compatible office uses,
as well as limited and supportive commercial uses.” The use is consistent with
General Plan policies related to providing a mixture of commercial goods,
services, and employment opportunities; prioritizing commercial and industrial
uses at properties north of 1-405 freeway; and promoting the incubation of
unique and specialized commercial and industrial businesses. In addition, the
proposed non-storefront retail operations are permitted in the PDI (Planned
Development Industrial) zone via MCUP under Ordinance No. 21-08, an
implementing ordinance of Measure Q.
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California Environmental Quality Act (CEQA)

The amendment has been reviewed for compliance with the California Environmental
Quality Act (CEQA), the CEQA Guidelines, and the City environmental procedures, and
has been found to be exempt under Section 15301, Class 1, for the permitting and/or
minor alteration of Existing Facilities. The subject site contains an existing building and
does not propose an increase in floor area. The amendment is consistent with the
applicable General Plan land use designation and General Plan policies as well as with
the applicable zoning designation and regulations. Furthermore, none of the
exceptions that bar the application of a categorical exemption pursuant to CEQA
Guidelines Section 15300.2 applies. The amendment would not result in a cumulative
impact; would not have a significant effect on the environment due to unusual
circumstances; would not result in damage to scenic resources; is not located on a
hazardous site or location and would not impact any historic resources.

CONCLUSION

Approval of the amendment would allow for the addition of a Type 9 non-storefront
retailer (delivery only) license to an existing cannabis distribution and manufacturing
business. The proposed amendment is in conformance with the General Plan, Zoning
Code, Planning Application Review Criteria, and the required findings can be made.
The proposed amendment, as conditioned, would be compatible with the surrounding
businesses and would not be materially detrimental to other properties within the area.
Therefore, staff recommends approval of the proposed amendment, subject to the
conditions of approval contained in this report.
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CONDITIONS OF APPROVAL (PMCP-25-0023)

General

The use of this property as a cannabis manufacturing and distribution
business shall comply with the approved plans and terms described in
the resolution and these conditions of approval. The Planning
Commission may modify or revoke any planning application based on
findings related to public nuisance and/or noncompliance with
conditions of approval [Title 13, Section 13-29(0)].

Approval of the planning/zoning application is valid for two years from
the effective date of this approval and will expire at the end of that
period unless applicant establishes the use by one of the following
actions: 1) a building permit has been issued and construction has
commenced, and has continued to maintain a valid building permit by
making satisfactory progress as determined by the Building Official, 2) a
certificate of occupancy has been issued, or 3) the use is established and
a business license has been issued. A time extension can be requested
no less than 30 days or more than sixty (60) days before the expiration
date of the permit and submitted with the appropriate fee for review to
the Planning Division. The Director of Development Services may extend
the time for an approved permit or approval to be exercised up to 180-
days subject to specific findings listed in Title 13, Section 13-29 (k) (6).
Only one request for an extension of 180 days may be approved by the
Director. Any subsequent extension requests shall be considered by the
original approval authority.

No person may engage in any cannabis business or in any cannabis
activity within the City including manufacturing, processing, laboratory
testing, transporting, delivery, distribution, or sale of cannabis or a
cannabis product unless the person:

a. Has avalid Cannabis Business Permit from the City;

b. Has paid all Cannabis Business Permit and all application fees and
deposits established by resolution of the City Council, including
annual Community Improvement Division Inspection deposits;

c. Has obtained all applicable planning, zoning, building, and other
applicable permits from the relevant governmental agency which
may be applicable to the zoning district in which such cannabis
business intends to operate;

d. Has obtained a City business license pursuant to Chapter | of the
Municipal Code;

e. Has met all requirements of Community Improvement Division
regarding the property;
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f. Has obtained any and all licenses required by State law and/or
regulations; and
g. Has satisfied all conditions of approval of this MCUP.

Any change in the operational characteristics of the use shall be subject
to Planning Division review and may require an amendment to the
conditional use permit, subject to either Zoning Administrator or
Planning Commission approval, depending on the nature of the
proposed change.

No storefront retail, non-storefront retail, or cultivation of cannabis is
allowed anywhere on the premises.

Business identification signage shall be limited to that needed for
identification only. Business identification signage shall not include any
references to marijuana, whether in words or symbols. All signs shall
comply with the CMMC. No sign shall be installed until the
owner/operator or its designated contractor has obtained any permit
required from the City.

A Cannabis Business Permit may be revoked upon a hearing by the
Director of Development Services pursuant to Section 9-120 of the
CMMC for failing to comply with the terms of the permit, the applicable
provisions of the CMMC, State law or regulation and/or any condition of
any other permit issued pursuant to this code. Revocation of the
Cannabis Business Permit shall trigger the City's proceedings to revoke
the CUP and its amendments. The MCUP granted herein shall not be
construed to allow any subsequent owner/operator to continue
operating under PA-22-13/PMCP-24-0028/PMCP-25-0023 until a valid
new Cannabis Business Permit is received from the City of Costa Mesa.

The uses authorized by this Minor Conditional Use Permit must be
conducted in accordance with all applicable State and local laws,
including, but not limited to compliance with the most current versions
of the provisions of the California Code of Regulations that regulate the
uses permitted hereby. Any violation thereof shall be a violation of the
conditions of this permit and may be cause for revocation of this permit.

The applicant shall obtain a State License Type 11, State License Type
N, and State License Type 9 prior to operating. The uses authorized by
this Minor Conditional Use Permit must be conducted in accordance
with all applicable state and local laws, including, but not limited to
compliance with the most current versions of the provisions of the
California Code of Regulations that regulate the uses permitted hereby.
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10.

11.

12.

13.

Any violation thereof shall be a violation of the conditions of this permit
and may be cause for revocation of this permit.

The applicant, including any employee thereof, shall not sell, distribute,
furnish, and/or otherwise provide any cannabis or cannabis product
under its possession and/or control to any person, firm, corporation,
group or any other entity, unless that person or entity possesses all
currently valid permits and/or licenses required by both the state of
California and applicable local governmental entity to lawfully receive
such cannabis and to engage in a “cannabis activity” as defined by Costa
Mesa Municipal Code sec. 9-485. Applicant is charged with a duty to,
and shall first verify, that the recipient, whether located in the City or
elsewhere, of any cannabis or cannabis product so sold, distributed,
furnished, and/or otherwise provided by or on behalf of Applicant,
possesses all required permits and/or licenses therefore.

If distribution is conducted by a third-party company, the loading areas
shall be free and clear of any cannabis products and the third party
distributor shall be escorted at all times. All cannabis products within the
receiving/quarantine or storage area shall be secured in a locked
container. Prior to a distributor’s arrival, distributors are required to give
notice to authorized facility personnel. Upon arrival, authorized facility
personnel shall escort the distributor vehicle to the loading area.

The applicant shall defend, indemnify, and hold harmless the City, its
elected and appointed officials, agents, officers and employees from
any claim, action, or proceeding (collectively referred to as
"proceeding") brought against the City, its elected and appointed
officials, agents, officers or employees arising out of, or which are in any
way related to, the applicant's amendment, or any approvals granted by
City related to the applicant's amendment. The indemnification shall
include, but not be limited to, damages, fees and/or costs awarded
against the City, if any, and cost of suit, attorney's fees, and other costs,
liabilities and expenses incurred in connection with such proceeding
whether incurred by the applicant, the City and/or the parties initiating
or bringing such proceeding. This indemnity provision shall include the
applicant's obligation to indemnify the City for all the City's costs, fees,
and damages that the City incurs in enforcing the indemnification
provisions set forth in this section. City shall have the right to choose its
own legal counsel to represent the City's interests, and applicant shall
indemnify City for all such costs incurred by City.

If any section, division, sentence, clause, phrase or portion of this
approval is for any reason held to be invalid or unconstitutional by a
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14.

15.

16.

17.

18.

19.

20.

21.

decision of any court of competent jurisdiction, such decision shall not
affect the validity of the remaining provisions.

The operator shall maintain a valid Cannabis Business Permit and a valid
Business License at all times. The original Cannabis Business Permit
application number associated with this address is MX-21-0013. Upon
issuance, the Cannabis Business Permit will be valid for a two-year
period and must be renewed with the City prior to its expiration date,
including the payment of permit renewal fees. No more than one
Cannabis Business Permit may be issued to this tenant space.

Cannabis shall not be consumed on the premises at any time, in any
form.

No outdoor storage of cannabis or cannabis products is permitted at any
time.

All cannabis and cannabis products tested, sold, distributed and/or
manufactured pursuant to this CUP shall be transported by persons
licensed to do so and shall only be sold, distributed, transported or
otherwise furnished to facilities operating in full conformance with all
applicable State and local laws and regulations. The discovery of a
cannabis product originating from this facility at any unpermitted or
otherwise unlawful cannabis facility or operation, including a dispensary,
may be considered as evidence in any action to revoke, suspend or
modify this CUP and/or the corresponding Cannabis Business Permit
that is based on whole or in part on this condition of approval or any
related provision of the Municipal Code.

The sale, dispensing, or consumption of alcoholic beverages on or
about the premises is prohibited.

Persons under the age of twenty-one (21) years shall not be allowed on
the premises of this business. It shall be unlawful and a violation of this
CUP for the owner/operator to employ any person who is not at least
twenty-one (21) years of age.

The owner/operator shall prohibit loitering by persons outside the
facility both on the premises and within fifty (50) feet of the premises.

No cannabis or cannabis products, or graphics depicting cannabis or
cannabis products, shall be visible from the exterior of this property, or
on any of the vehicles owned or used as part of the cannabis business.
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22.

23.

24.

25.

26.

Every manager, supervisor, employee or volunteer of the cannabis
business must submit fingerprints and other information specified on
the Cannabis Business Permit for a background check by the Costa Mesa
Police Department to verify that person’s criminal history. No employee
or volunteer may commence paid or unpaid work for the business until
the background checks have been approved. No cannabis business or
owner thereof may employ any person who has convicted of a felony
within the past 7 years, unless that felony has been dismissed,
withdrawn, expunged or set aside pursuant to Penal Code sections
1203.4, 1000 or 1385, or who is currently on probation or parole for the
sale, distribution, possession or manufacture of a controlled substance.

Should any employee, volunteer or other person who possess an
identification badge be terminated or cease their employment with the
business, the applicant shall return such identification badge to the
Community Improvement Division within 24 hours, not including
weekends and holidays.

Inspections of this cannabis business by the City will be conducted, at a
minimum, on a quarterly basis. Code Enforcement officers, the Building
Official and/or the Fire Marshal may enter and inspect the location of this
business between the hours of 8 a.m. and 5 p.m. Monday through Friday
upon 24 hours' telephonic notice to the owner or operator, to ensure
compliance with this CUP.

The City Manager or her or his designees may enter this business at any
time during the hours of operation without notice, and inspect the
location of this business as well as any recordings and records required
to be maintained pursuant to Title 9, Chapter VI or under applicable
provisions of State law.

Suspension of a license issued by the State of California, or by any of its
departments or divisions, shall immediately suspend the ability of a
cannabis business to operate within the City, until the State of California,
or its respective department or division, reinstates or reissues the State
license. Should the State of California, or any of its departments or
divisions, revoke or terminate the license of a cannabis business, such
revocation or termination shall also revoke or terminate the ability of a
cannabis business to operate within the City. This CUP will expire and
be of no further force and effect if any State issued license remains
suspended for a period of 6 months. Documentation of three violations
during routine inspections or investigations of complaints shall result in
the Community Improvement Division scheduling a hearing before the
Director of Development Services to consider revocation of the
Cannabis Business Permit.
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27.

28.

29.

The business must obtain any and all licenses required by State law
and/or regulation prior to engaging in any cannabis activity at the

property.

This business operator shall pay all sales, use, business and other
applicable taxes, and all license, registration, and other fees and permits
required under state and local law. This business operator shall
cooperate with the City with respect to any reasonable request to audit
the cannabis business’ books and records for the purpose of verifying
compliance with the CMMC and this CUP, including but not limited to a
verification of the amount of taxes required to be paid during any
period.

The  following records  and recordkeeping  shall be
maintained/conducted:

a. The owner/operator of this cannabis business shall maintain
accurate books and records, detailing all of the revenues and
expenses of the business, and all of its assets and liabilities. On
no less than an annual basis, or at any time upon reasonable
request of the City, the owner/operator shall file a sworn
statement detailing the number of sales by the cannabis business
during the previous twelve month period (or shorter period
based upon the timing of the request), provided on a per-month
basis. The statement shall also include gross sales for each
month, and all applicable taxes paid or due to be paid.

b. The owner/operator shall maintain a current register of the names
and the contact information (including the name, address, and
telephone number) of anyone owning or holding an interest in
the cannabis business, and separately of all the officers,
managers, employees, agents and volunteers currently
employed or otherwise engaged by the cannabis business. The
register required by this condition shall be provided to the City
Manager upon a reasonable request.

c. The owner/operator shall maintain an inventory control and
reporting system that accurately documents the present location,
amounts, and descriptions of all cannabis and cannabis products
for all stages of the production or manufacturing, laboratory
testing and distribution processes. Subject to any restrictions
under the Health Insurance Portability and Accountability Act
(HIPPA), the owner/operator shall allow City officials to have
access to the business’s books, records, accounts, together with
any other data or documents relevant to its permitted cannabis
activities, for the purpose of conducting an audit or examination.
Books, records, accounts, and any and all relevant data or
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30.

31.

32.

33.

34.

35.

36.

documents will be produced no later than twenty-four (24) hours
after receipt of the City’s request, unless otherwise stipulated by
the City.

d. The owner/operator shall have in place a point-of-sale tracking
system to track and report on all aspects of the cannabis business
including, but not limited to, such matters as cannabis tracking,
inventory data, and gross sales (by weight and by sale). The
owner/operator shall ensure that such information is compatible
with the City’s record-keeping systems. The system must have the
capability to produce historical transactional data for review by
the City Manager.

A change in ownership affecting an interest of 51 or more percent, or an
incremental change in ownership that will result in a change of 51 or
more percent over a three-year period, shall require submittal and
approval of a new CBP. A change is ownership that affects an interest of
less than 51 percent shall be require a minor modification to the CBP.

Pursuant to Title 9, Chapter VI It is unlawful for any person having
responsibility for the operation of a cannabis business, to impede,
obstruct, interfere with, or otherwise not to allow, the City to conduct an
inspection, review or copy records, recordings or other documents
required to be maintained by a cannabis business under this chapter or
under State or local law. It is also unlawful for a person to conceal,
destroy, deface, damage, or falsifies any records, recordings or other
documents required to be maintained by a cannabis business under this
chapter or under State or local law.

There shall be no extraction operations, refining, or winterization
conducted in this facility.

There shall be no storage or use of volatiles, solvents, or hazardous
materials at this facility.

Any change in equipment, operation, or hazard shall be submitted to
the City for review and approval prior to the change taking place.

Cannabis liquid or solid waste must be made unusable and
unrecognizable prior to leaving a secured storage area and shall be
disposed of at facility approved to receive such waste.

A copy of the approved Safety Plan shall be maintained onsite at all
times, and it shall be available at the request of any City Official.
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37.

38.

39.

40.

41.

42.

43.

44.

45.

Quarterly Fire & Life Safety Inspections will be conducted by the
Community Risk Reduction Division to verify compliance with the
approved operation. The applicant will pay for the inspection according
to the Additional Required Inspections as adopted in the Fee Schedule.

Annual Fire & Life Safety Inspections will be conducted by the Fire
Station Crew for emergency response pre-planning and site access
familiarization. The applicant will pay for the inspection according to the
adopted Fee Schedule.

Hours of construction shall comply with Section 13-279, Title 13, of the
Costa Mesa Municipal Code.

Street address shall be visible from the public street and/or shall be
displayed on the freestanding sign. If there is no freestanding sign, the
street address may be displayed on the fascia adjacent to the main
entrance or on another prominent location. When the property has alley
access, address numerals shall be displayed in a prominent location
visible from the alley. Numerals shall be a minimum twelve (12) inches in
height with not less than three-fourth-inch stroke and shall contrast
sharply with the background. Identification of individual units shall be
provided adjacent to the unit entrances. Letters or numerals shall be four
(4) inches in height with not less than one-fourth-inch stroke and shall
contrast sharply with the background.

Any mechanical equipment such as air-conditioning equipment and
duct work shall be screened from view in a manner approved by the
Planning Division.

Trash enclosure(s) or other acceptable means of trash disposal shall be
provided. Design of trash enclosure(s) shall conform to City standards.

Vehicle standing, loading and unloading shall be conducted so as not
to interfere with normal use of streets, sidewalks, driveways and on-site
parking.

No vehicle loading area shall encroach into a required building setback
along a public right-of-way.

Comply with the requirements of the most recent adopted, California
Building Code, California Electrical Code, California Mechanical Code,
California Plumbing Code, California Green Building Standards,
California Energy Code, California Existing Building Code, and
California Code of Regulations also known as the California Building
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46.

47.

48.

49.

50.

51,

52.

Standards Code, as amended by the City of Costa Mesa at the time of
plan submittal or permit issuance.

Equipment shall comply with the California Building and Fire Code
requirements, including, but not limited to, the requirement that
equipment be approved by a recognized testing laboratory for the
specific use.

The use shall operate in accordance with the Business Plan approved as
part of the Cannabis Business Permit. Any changes to the Business Plan
must submitted to, and approved by, the Planning Division. A written
explanation of the changes shall accompany the submittal. Changes to
the Business Plan will trigger an amendment to the CBP and may trigger
an amendment to this CUP.

The use shall operate in accordance with the Security Plan approved as
part of the Cannabis Business Permit. Any changes to the Security Plan
must submitted to, and approved by, the Planning Division. A written
explanation of the changes shall accompany the submittal. Changes to
the Security Plan will trigger an amendment to the CBP and may trigger
an amendment to this CUP.

The operator shall ensure that all vehicles are properly maintained, all
delivery drivers have a good driving record, and each driver conducts a
visual inspection of the vehicle at the beginning of each shift.

During each delivery stop, the delivery vehicle shall be parked in a safe
manner (i.e., not impeding traffic circulation), the engine shall be turned
off, and the vehicle shall be locked.

While working, employees shall not park on residential streets unless
doing so temporarily to make a cannabis delivery.

Delivery/vendor vehicle loading and unloading shall only take place
within direct unobstructed view of surveillance cameras, located in close
proximity to the limited access entry door. No loading and unloading of
cannabis products into or from the vehicles shall take place outside of
camera view. The security guard shall monitor all on-site loading and
unloading of vehicles (at the cannabis facility). Any modifications or
additional vehicle loading and unloading areas shall be submitted to the
Director of Economic and Development Services or designee for
approval.



PMCP-25-0023
Page 25 of 30
March 26, 2026

53.

54.

55.

56.

57.

58.

59.

Delivery/vendor vehicle standing, loading and unloading shall be
conducted so as not to interfere with normal use of streets, sidewalks,
driveways, and alleys.

All cannabis products shall be secured in a locked container during
transportation between the facility and delivery and vendor vehicles.
Prior to a vendor's arrival, vendors are required to give notice to facility
personnel. Upon arrival, authorized facility personnel shall escort the
vendor to the facility.

Third parties are prohibited from providing delivery services for non-
storefront retail.

The applicant shall submit an updated delivery vehicle list each quarter
with the quarterly update to the employee roster which is required
pursuant to the CBP. The number of delivery vehicles parked onsite
shall not exceed the number of available onsite surplus parking spaces.
Delivery vehicles shall not be parked on City streets.

The applicant shall apply for a Minor Modification to Cannabis Business
Permit (CBP) MX-21-0013 to add retail non-storefront.

The use of this property as a cannabis delivery, manufacturing, and
distribution business shall comply with the approved plans, the terms
described in this staff report, and these conditions of approval. All
conditions of approval previously applicable to the project, including
those associated with PMCP-24-0028 and PA-22-13, shall remain in
effect unless expressly modified or superseded by PMCP-25-0023.

The non-storefront retail (delivery only) operation shall comply with the
code requirements listed within CMMC Section 9-495(i).

Prior to Issuance of Building Permits

1.

Plans shall be prepared by a California licensed Architect or Engineer.
Plans shall be wet stamped and signed by the licensed Architect or
Engineer.

No sign shall be installed until the owner/operator or its designated
contractor has obtained any permit required from the City. Business
identification signage shall be limited to that needed for identification
only. Business identification signage shall not include any references to
cannabis, whether in words or symbols. All signs shall comply with the
CMMC.
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3.

The conditions of approval and ordinance or code provisions of PMCP-
25-0023 shall be blueprinted on the face of the site plan as part of the
plan check submittal package when building permits are necessary.

Prior to the Building Division issuing a demolition permit. contact South
Coast Air Quality Management District (AQMD) located at:
21865 Copley Dr.
Diamond Bar, CA 91765-4178
Tel: 909- 396-2000

or
Visit their web site:
http://www.costamesaca.gov/modules/showdocument.aspx?documen
tid=23381. The Building Div. will not issue a demolition permit until an
Identification Number is provided by AQMD.

Odor control devices and techniques shall be incorporated to ensure
that odors from cannabis are not are not detected outside the property,
anywhere on adjacent property or public right-of-way, or within any
other units located within the same building as the cannabis business.
Building and mechanical permits must be obtained from the Building
Division prior to work commencing on any part of the odor control
system.

The plans shall comply with the requirements of the 2022 California Fire
Code, including the 2022 Intervening Update and referenced standards
as amended by the City of Costa Mesa.

Prior to Issuance of a Certificate of Use/Occupancy

1.

The operator, contractors, and subcontractors must have valid business
licenses to do business in the City of Costa Mesa. Final inspections, final
occupancy and utility releases will not be granted until all such licenses
have been obtained.

Prior to Issuance of Cannabis Business Permit

1.

The applicant shall apply for a Minor Modification to Cannabis Business
Permit (CBP) MX-21-0013 to add the non-storefront retail (delivery only)
use.

The applicant shall contact the Planning Division for a facility inspection
and provide a matrix of conditions of approval explaining how each was
met prior to issuance of a modification to the Cannabis Business Permit.
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3.

The applicant shall pay the public notice fees ($1 per notice post card)
and the newspaper ad publishing cost.

The final Security Plan shall be consistent with the approved building
plans.

Each entrance to the business shall be visibly posted with a clear and

legible notice stating the following:

a. That smoking, ingesting, or otherwise consuming cannabis on the
premises or in the areas adjacent to the cannabis business is
prohibited.

b. That no person under the age of twenty-one (21) years of age is
permitted to enter upon the premises.

c. That loitering by persons outside the facility both on the premises
and within fifty (50) feet of the premises is prohibited.

The owner/operator shall obtain and maintain at all times during the
term of the permit comprehensive general liability insurance and
comprehensive automotive liability insurance protecting the permittee
in an amount of not less than one million dollars ($1,000,000.00) per
occurrence, combined single limit, including bodily injury and property
damage and not less than one million dollars ($1,000,000.00) aggregate
for each personal injury liability, products-completed operations and
each accident, issued by an insurance provider admitted and authorized
to do business in California and shall be rated at least A-:viii in A.M. Best
& Company's Insurance Guide. Such policies of insurance shall be
endorsed to name the City of Costa Mesa as an additional insured. Proof
of said insurance must be provided to the Planning Division before the
business commences operations. Any changes to the insurance policy
must be submitted to the Planning Division within 10 days of the date
the change is effective.

The applicant shall submit an executed Retail Cannabis Business Permit
Defense and Indemnity Agreement on a form to be provided by the City.

Operational Conditions

1.

2.

No product distribution shall occur between 12:00 AM and 5:00 AM.

The number of vehicles parked onsite in commonly-held parking areas
shall not exceed the number of available onsite surplus parking spaces.
Delivery vehicles not owned by employees shall not be parked on City
streets when not in use.
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3.

10.

11.

12.

The operator shall maintain free of litter all areas of the premises under
which applicant has control.

The use shall be conducted, at all times, in a manner that will allow the
quiet enjoyment of the surrounding neighborhood. The operator shall
institute whatever security and operational measures are necessary to
comply with this requirement.

If parking shortages or other parking-related problems develop, the
business owner or operator will be required to institute appropriate
operational measures necessary to minimize or eliminate the problem in
a manner deemed appropriate by the Development Services Director.

All employees must wear an identification badge while on the premises
of the business and/or performing deliveries, in a format proscribed by
the City Manager. When on the premises, badges must clearly visible
and worn on outermost clothing and above the waist in a visible location.

The operator shall ensure that deliveries are grouped to decrease total
trip generation.

Vehicle loading and unloading shall only take place underroof or in
designated parking spaces within direct unobstructed view of
surveillance cameras, located in close proximity to the shipping and
receiving exterior door, as shown on an exhibit approved by the Director
of Development Services or designee. No loading and unloading of
cannabis products into the vehicles shall take place outside of camera
view. Video surveillance cameras shall be installed on the exterior of the
building with direct views of the exterior roll-up door and loading areas.
Any modifications or additional vehicle loading and unloading areas
shall be submitted to the Director of Development Services or designee
for approval.

Vehicle standing, loading and unloading shall be conducted so as not
to interfere with normal use of streets, sidewalks, driveways and on-site
parking.

The sale, dispensing, or consumption of alcoholic beverages on or
about the premises is prohibited.

No outdoor storage of cannabis or cannabis products is permitted at any
time.

Cannabis shall not be consumed on the premises at any time, in any
form.
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13.

14.

The owner/operator shall prohibit loitering by persons outside the
facility both on the premises and within fifty (50) feet of the premises.

Cannabis liquid or solid waste must be made unusable and
unrecognizable prior to leaving a secured storage area and shall be
disposed of at facility approved to receive such waste.

CODE REQUIREMENTS

The following list of State and local laws applicable to the amendment has been
compiled by staff for the applicant’s reference. Any reference to “City” pertains to the

City of Costa

Mesa. The applicant is also required to comply with any other applicable

State and local laws not provided below.

Plng. 1.

Commercial cannabis retail deliveries may be made only from a
commercial cannabis retail business permitted by the city in compliance
with CMMC Title 9, Chapter VI, and in compliance with all state regulations.

All employees who deliver cannabis shall have valid identification and a
copy of the retail business’ cannabis business permit and state license at all
times while making deliveries.

All commercial cannabis retail businesses shall maintain proof of vehicle
insurance for any and all vehicles being used to transport cannabis goods
as required by state law.

Deliveries may only take place during normal business hours of the
commercial cannabis retail business.

During delivery, the delivery employee shall maintain a physical or
electronic copy of the delivery request and shall make it available upon
request by the licensing authority and law enforcement officers. The
delivery request documentation shall comply with state law.

A licensed delivery employee shall not leave the State of California while
possessing cannabis products while performing his or her duties for the
cannabis retailer.

A commercial cannabis retail business shall maintain a list of all deliveries,
including the address delivered to, the amount and type of product
delivered, and any other information required by the state.

A manifest with all information required in this section shall accompany any
delivery person at all times during the delivery process and delivery hours.
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10.

11.

12.

13.

Any delivery method shall be made in compliance with state law, as
amended, including use of a vehicle that has a dedicated GPS device for
identifying the location of the vehicle (cell phones and tablets are not
sufficient).

Each delivery request shall have a receipt prepared by the commercial
cannabis retail business with the following information:

a) Name and address of the commercial cannabis retail business.

b) The name of the employee who delivered the order.

c) The date and time the delivery request was made.

d) The complete delivery addresses.

e) A detailed description of the cannabis goods requested for delivery
including the weight or volume, or any accurate measure of the
amount of cannabis goods requested.

f) Atthetime of the delivery, the date and time delivery was made, and
the signature of the person who received the delivery.

g) No cannabis delivery vehicle shall display signs, decals or any other
form of advertisement.

h) Inspections by an authorized city representative may be conducted
anytime during regular business hours.

Delivery must be made to a physical address that is not on publicly owned
land, a school, a day care, or a youth center.

The delivery employee shall not carry cannabis goods valued in excess of
$5,000 at any time with no more than $3,000 of cannabis goods that are
not already part of a customer order that was processed prior to leaving
the premises.

Delivery must be made in person by a direct employee of the licensed
retailer. An independent contractor, third-party courier service, or an
individual employed through a staffing agency would not be considered
directly employed by the licensed retailer.
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Applicant Letter & Business Plan Addendum

Delivery License Activity — Integrated with Existing C11 Distribution & Type N Manufacturing
Operations, and Security plan and flow for overall facility

Applicant: Hera Distribution LLC

License Types:

e (11— Distribution
= Type N — Manufacturing

= (Proposed) Delivery License Activity
Premises Address: 3505 Cadillac Ave F3 Costa Mesa CA 9266

* Prepared For: [City Of Costa Mesa |
Date: 12/15/2025

Purpose of This Submission

This letter serves as a formal business plan addendum and operational clarification submitted in
support of the Applicant’s existing licensed cannabis operations. The purpose of this document
is to outline the integration of delivery license activity into the Applicant’s already-approved C11
Distribution and Type N Manufacturing framework, while affirming that:



« No material deviation from existing security, compliance, or operational protocols is
proposed

e All delivery activities will be conducted within the same approved premises, security
plan, SOPs, and chain-of-custody controls currently governing distribution and
manufacturing operations

« Delivery operations will function as a downstream extension of the Applicant’s licensed
distribution activity, utilizing identical intake, outtake, inventory, security, and cash-
handling procedures

Operational Overview

The Applicant operates a licensed cannabis distribution (C11) and manufacturing (Type N)
facility in full compliance with applicable state and local regulations. The addition of delivery
activity will not introduce a new operational model, but rather extend the existing compliant
distribution workflow to end consumers under controlled and monitored conditions.

Delivery operations will be managed exclusively by the Applicant and will not involve third-party
fulfillment or independent contractors.

Integration with Existing C11 Distribution Flow



All delivery activity will adhere to the same core distribution processes already approved under
the Applicant’s C11 license, including:

# Track-and-trace inventory management

= Secure product storage

» Manifesting and transport documentation

= Employee badging and access control

= Surveillance, alarm, and monitoring systems

= Daily reconciliation and recordkeeping

Delivery orders will originate from product already received, stored, and released through the
Applicant’s licensed distribution inventory.

Inbound & Outbound Delivery Driver Protocols

Delivery drivers will be treated as licensed distribution personnel and subject to all existing
onboarding, security, and operational requirements, including:

Driver Intake Procedures



« \Verification of employee status and badge authorization
= Assignment of delivery vehicle and route

s |ssuance of manifests and delivery documentation

= Confirmation of product quantities and SKU verification

» Pre-departure vehicle inspection (locks, storage compartment integrity)

Driver Outbound Controls

All deliveries will depart from the licensed premises

Vehicles will be locked, GPS-tracked, and alarm-equipped as required

Product will remain in secured storage compartments during transport

Drivers will follow pre-approved routes and schedules

Driver Return Procedures

= Vehicle inspection upon return

s Manifest reconciliation

Inventory variance verification (if applicable)

Cash settlement and documentation (as applicable)



Product Intake & Outtake Management

Delivery inventory will be handled identically to wholesale distribution inventory:

Product is received into distribution inventory prior to delivery eligibility

Product is staged for delivery in secured, access-controlled areas

Inventory is logged, manifested, and reconciled through track-and-trace

Unsold or returned product is immediately re-entered into inventory under existing SOPs

At no point will delivery inventory be handled outside of approved distribution controls

Security & Surveillance Alignment

All delivery activity is fully covered under the Applicant’s existing security plan, including:

» 24/7 video surveillance of all ingress and egress points

« Secure storage areas monitored at all times

« Alarm systems covering product storage and staging areas
» Restricted access to delivery inventory areas

+ Employee-only access with badge verification



Delivery vehicles will comply with applicable security requirements, including locked
compartments and monitoring where required.

Cash Handling & Daily Settlement Procedures

The Applicant will apply its existing cash-handling and financial control protocols to delivery
activity, including:

Daily cash reconciliation upon driver return
= Dual-control counting procedures

« Immediate secure storage of funds

« Deposit preparation and logging

= Financial reporting consistent with distribution accounting practices

Mo cash will be stored in vehicles beyond delivery routes, and all settlements will occur within

the licensed premises.



Compliance, Recordkeeping & Oversight

The Applicant will maintain full compliance with all applicable local and state regulations,
including:

» Track-and-trace reporting

» Manifest retention

« Employee training and documentation
= Incident reporting

» Inventory audits and reconciliations

Delivery operations will be included in internal compliance reviews and subject to the same
oversight as existing distribution activities.

Conclusion

The addition of delivery license activity represents a natural and compliant extension of the
Applicant’s existing C11 distribution operations, not a departure from previously approved
business practices.



All delivery functions will operate within the same:

# Licensed premises

= Security infrastructure
= Inventory controls

«  Employee protocols

= Financial and compliance systems

This addendum is submitted to provide clear regulatory transparency and demonstrate that
delivery operations will be conducted with the same level of control, security, and compliance
already established and approved.

Authorized Representative:
MName: Michael Stewart
Title: President

Signaturés

Date: 12/15/26825
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