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Just before Christmas last year, Wes Hinkle, president of Palm Springs Volvo, got a phone call from an attorney
informing him his client was planning to build two medical marijuana cultivation facilities on the land next to his
Cathedral City dealership, land Hinkle had been considering buying to expand his franchise.

“I just about fainted when I heard this,” he said.

This was the first Hinkle and other local auto dealership owners had heard of the project by Cathedral City-
based Mountain Edge Collective, Inc., which incorporated Dec. 1, 2016 and shortly thereafter submitted two
applications for medical cannabis licenses from the city.

Starting at the next city council meeting, a group of dealership owners began lobbying the body not to allow any cannabis-related industry to develop on
the land, saying it could harm their businesses, the largest, and most profitable, employers in Cathedral City, or even result in them having to move.

Dealers say they’ve had a productive and collaborate relationship with the city for years and feel somewhat betrayed that the city has seemed unwilling to
work with them on this issue. Andy Jessup Jr., president of Jessup Auto Plaza which includes GMC, Chevy, Buick and Cadillac, said it felt like “a slap in
the face.”

Jessup said he has to get his franchise agreement re-approved every four years and didn’t believe General Motors would do so knowing a marijuana
cultivation facility had been built nearby. Other owners agreed.

A copy of a service and sales agreement provided by Jessup does not explicitly mention marijuana but shows General Motors can force a dealership to
close or relocate for a variety of reasons with very little notice. Agreements from other companies contain similar language.

Collectively, the Cathedral City Auto Center provides more than half of the annual revenue that flows into city coffers. If the dealerships moved, or their
capabilities were diminished, the potential revenue losses could stymie public safety funding and infrastructure improvements for years to come.

Local News: Cathedral City asks residents to draw district maps for future elections (/story/news/local/cathedral-city/2017/04/13/cathedral-city-asks-
residents-draw-district-maps-future-elections/305096001/)

Not in their backyard

Jessup said opposition to the facilities “ran deep” and he and other dealers would continue to speak against the project at planning commission and
council meetings and would consider bringing an injunction if a conditional use permit was issued. Jessup said he has not retained an attorney
specifically for this purpose but he has consulted a lawyer about the possibility.

Hinkle, the Volvo dealer, described the auto center as a “golden goose” and warned the council allowing cultivation facilities to go in behind it could halve
long-term economic consequences.

“They want the money,” Hinkle said of the council. “But in 10 years, we’ll still be there and they’ll be gone. The city is out of control at this point.”
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View of Volkswagen Palm Springs from the site of a proposed marijuana cultivation facility on Wednesday, April 5, 2017 in Cathedral City. (Photo: Richard Lui/The Desert
Sun)

The dealers all said they weren’t opposed to medical marijuana cultivation, but they didn’t want it in their backyard. They proposed a marijuana district on
the annexed city land north of Interstate-10, further away from established city business districts.

Mayor Stan Henry said encouraging future cannabis industry development in that area was something the city was looking at. He said the city was
working with Alex Gonzales, listed as the CEO, CFO and secretary of Mountain Edge Collective, and the auto dealers, trying to find a solution that would
work for everyone, but it was ultimately up to the property owner.

Gonzales declined to be interviewed.

Contested land

To encourage development, Henry said the city started working with Oakland-based M & M Property Company, the owner of the approximately 2.5 acre
vacant lot where Gonzales has proposed building two cultivation facilities, market the land a year ago and had hoped one of the auto dealers would have
purchased it to make plans to expand. He said Gonzales was able to strike a deal with M & M, which is listed as the landowner on Gonzales’ permit
application and in county property records.

The dealership owners said they heard Gonzales purchased the land from M & M—county property records do not show any recent change in ownership
—so Hinkle said he put in a backup bid that was $100,000 over what he heard Gonzales paid on the land to make room for an expansion of the Volvo
dealership. The bid was denied.
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View of Highway 111 in Cathedral City from the site of a proposed marijuana cultivation facility on Wednesday, April 5, 2017 in Cathedral City. (Photo: Richard Lui/The
Desert Sun)

M & M bought the property from the successor agency to the city’s former redevelopment agency in 2011. The property company and the city entered
into an agreement that part of the land would be used to build an auto dealership. That parcel now holds Volkswagen of Palm Springs.

The lot directly behind VW, which was not part of the development agreement, is now slated to play host to the Gonzales’ cultivation facilities. The parcels
immediately to the west are owned by the City Urban Revitalization Corporation, a non-profit which acquired most of the city’s RDA land after its
dissolution and now acts as a private “master developer” for the city, according to city staff.

Local News: Downtown Cathedral City optimistic at tribe's proposal (/story/news/local/cathedral-city/2017/04/13/agua-caliente-cathedral-city-
casino/305083001/)

Jessup said he put in a bid for those parcels, hoping to use the land to expand and prevent Gonzales from buying it to build more grow facilities. He said
he had not yet received a response.

The lot behind VW only became available for cannabis businesses in May 2016, when the city council rezoned the mountainside behind it from “open
space residential” to simply “open space.” City code prohibits cannabis facilities within 250 feet of residential areas. So by rezoning the neighboring land,
the open land near the dealerships became fair game for cultivators.
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(From the left) Andy Jessup Jr., president of Jessup Auto Plaza which includes Chevy, Buick, GMC and Cadillac, Majed Mansour, general manger of Palm Springs Nissan,
Allen Holzhauer, owner of Volkswagen Palm Springs and Wes Hinkle, president of Palm Springs Volvo, on the proposed site of marijuana cultivation facility located
behind their auto dealerships. Cathedral City car dealers were banding together to oppose the facilities saying that pot businesses could bring crime and pot odors could
drive away business. Photo taken on Wednesday, April 5, 2017 in Cathedral City. (Photo: Richard Lui/The Desert Sun)

The mayor said the rezoning was to preserve the mountains and prevent people from building homes in them, like in neighboring Rancho Mirage, and
opening up nearby land for cannabis businesses was an incidental byproduct of the preservation push.

On a windy Wednesday morning, Allen Holzhauer, owner of Volkswagen Palm Springs, stood at the back of his lot with Hinkle, Jessup and Majed
Mansour, general manager of Palm Springs Nissan, speculating how the next parcel over could look with cultivation facilities on it. Holzhauer shook his
head as they discussed what might come next for the land.

"This is the end of the automobile dealership expansion in Cathedral City," he said.

Dealership owners said they were concerned the city hadn’t been completely transparent about the consequences of rezoning. All said they weren’t
notified of the change and when they requested more information from the city it was never sent.

At a recent joint session of the city council and planning commission, Council member Shelley Kaplan said while it seemed to some that cannabis
businesses were rapidly taking over the city, only about 40 of the 2,100 business licenses issued in the city were cannabis-related and square-footage
wise, Cathedral City still lagged behind Desert Hot Springs and Coachella.

Simmering issue

Despite the figures Kaplan referenced, business owners and residents besides the dealership owners have expressed frustrations at the rate at which the
pot industry has expanded in the city. After the council voted in May 2016 to allow cannabis dispensaries and cultivation and manufacturing facilities in
light industrial zones of the city, some business owners along Perez Road said they were harassed (/story/news/politics/elections/2016/10/24/pot-facility-
surge-troubles-some-cathedral-city-businesses/91174452/) by people looking to buy up real estate in the area for cannabis businesses.

Others, like the owners of D&D carpet, said they simply couldn’t afford to remain in the area, or even the city, as competition from dispensary and
cultivation facility owners, backed by deep-pocketed investors, raised the price of land and buildings in industrial and light industrial zones.

One planning commissioner even felt compelled to resign from the panel in October, citing frustrations with how the city was handling the expansion of
the medical marijuana industry. In her resignation letter, Linda Snowden said she felt the city was being “irresponsible” and letting the industry expand
unchecked.

“I cannot face the residents and business owners of this city and rubber stamp the endless marijuana CUP permits this city council is pushing through
with any sense of dignity,” Snowden wrote.

She said she wasn’t opposed to the medical pot industry and thought it could be a good thing for the city if handled differently. Snowden said the city’s
approach needed to be more measured and more time should have been devoted to studying potential negative impacts.

Read More: A 'massive undertaking' as California races to regulate marijuana so legal sales can begin Jan. 1
(/story/money/business/2017/04/03/marijuana-california-regulation-legalization/98970628/)

California voters approved Proposition 64 legalizing recreational marijuana in November, producing another land rush as investors looked to get in on the
ground floor of an increasingly profitable industry. As the number of prospective pot shops increased, valley cities have looked to update their cannabis
regulations accordingly.

In late November, citing concerns from residents and local business owners, the council voted to put a temporary moratorium on new dispensary
applications and later voted to extend the measure, saying Cathedral City needed more time to examine the effects of the industry in the city and give city
staff time to catch up on all the backlogged applications that had been submitted before the moratorium was put in place. The extended moratorium is set
to expire in mid-May.

While the moratorium prevented prospective dispensary owners from submitting new applications, it had no effect on applications submitted before the
moratorium or on cultivation or manufacturing facilities. Council member Greg Pettis, who cast the lone no vote against both the original moratorium and
the extension, said he believed the city should step back and let the market decide how many cannabis businesses it could support and which
businesses would thrive.

A city-wide issue
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Like the dealerships, residents of Outdoor Resort Palm Springs--a luxury RV Resort on Ramon Road in Cathedral City--said they found out a marijuana
cultivation facility could be moving in next door far too late, resident Marlene Allen said. At the end of March, she received an email from the resort’s
general manager that there would be a community meeting to discuss the marijuana cultivation facility and dispensary which would be constructed on the
vacant lot next to the resort.

A new medical cannabis cultivation facility could be built on a vacant lot next to Outdoor Resort Palm Springs in Cathedral City. (Photo: Corinne Kennedy/The Desert Sun)

“The city is fine with it. That’s what made me mad. They’re perfectly fine with it. Don’t they have any consideration for people who have lived here for 35
years?" she said.

Allen and many of the dealership owners have accused the city of being short-sighted and chasing the potential tax revenue provided by cannabis
facilities without thinking about the impact on residents and other businesses. The mayor, who admits he’s not a supporter of the cannabis industry, said
that wasn’t true.

“I think we’re looking at it balanced. We need to diversify our budgets and revenue stream,” Henry said. “Cannabis is a new, up and coming revenue
source.”

Andy Jessup Jr., right, president of Jessup Auto Plaza which includes Chevy, Buick, GMC and Cadillac, talks with Steve Hinkle, Vice President of Palm Springs Subaru,
on Wednesday, April 5, 2017 in Cathedral City. (Photo: Richard Lui/The Desert Sun)
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The mayor said the city had long depended on revenue generated by the auto center, but needed to look at new ways to fund city projects in the future.
And while he acknowledged some businesses had been displaced by cannabis cultivation and dispensing sites, he said the majority of pot shops went
into vacant lots and storefronts, long vacant, in many cases.

Henry said the cannabis industry is just one that the city has looked to in efforts to increase development in the city. A lucrative partnership with the Agua
Caliente to bring a development potentially including a hotel and casino to an empty, 12.5 acre lot in downtown--just up 111 from the auto dealerships--
was announced earlier this week.

Local News: Agua Caliente planning new casino in downtown Cathedral City (/story/money/business/2017/04/11/agua-caliente-planning-new-casino-
commercial-development-downtown-cathedral-city/305026001/)

Corinne Kennedy covers the west valley for The Desert Sun. She can be reached at Corinne.Kennedy@DesertSun.com, on Twitter at
@CorinneSKennedy or at 760-778-4625.
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