LAKE SHASTINA COMMUNITY SERVICES DISTRICT

RESOLUTION 3-15

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE LAKE SHASTINA COMMUNITY
SERVICES DISTRICT AUTHORIZING A LONG TERM LOAN TO GENERAL FUND BY WATER
FUND TO PAY OFF DEBT TO DECO PER RELEASE AND SEFTLEMENT AGREEMENT.

WHEREAS, on March 4, 2015, the Lake Shastina Community Services District (LSCSD) Board of Directors,
by a majority vote, approved the Release and Settlement Agreement (Agreement) with DECO requiring a down
payment of $25,000.00 with a remaining balance of $475,000.00 to be paid over 15 years at an interest rate of
4.5%, minimum installment payment of $3,633.72, which obligation is payable by the LSCSD General Fund;
and

WHEREAS, the District's Water Fund has sufficient reserves to not only cover near future major repairs and
replacement and other minor improvements, but also invest in long term investments; and

WHEREAS, it is in the best interest of the LSCSD residents, financially, to utilize District funds in the paying
of the down payment and note,

NOW, THEREFOR BE IT RESOLVED, that the Board of Directors hereby authorizes the intra-District
financing of the Agreement by having the Water Fund loan to the General Fund up to $500,000.00 equal to the
Local Agency Investment Fund {LAIF) rate reported to the District each quarter, plus 0.1% (present interest is

0.26%); and

BE IT FURTHER RESOLVED, that said quarterly payment by the General Fund to the Water Fund shall be a
minimum of §11,000.00 including interest with said payment being made on or about the 25th of the month in
which LAIF quarterly interest rate is promulgated, in writing, from the California Office of the Treasurer; and

BE IT FURTHER RESOLVED, that there shall be no penalty for prepayment of loan at any time during the
authorized ten (10) year term; and

BE IT FURTHER RESOQLVED, that said Funds to pay back this loan shall be the income derived by the 10-
year lease agreement existing between District and Mercy Medical Center, also known as Dignity Health Care
West, which monthly sum is $5,022.00 or $15,066.00 per quarter. The difference shall be set in an account to be
used for insurance, ground and building maintenance and other operational expenses, in addition to uses
approved by the Board. Said funds shall have a specific line item on budgets and f{inancial reports.
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I hereby certify that the forgoing is a full, true and correct copy of Resolution 3-15 duly passed and adopted by

the Board of Directors of the Lake Shastina Community Services District, Siskiyou County, California, ata
meeting thereof duly held on the 15th day of April, 2015, by the following vote:

AYES; Directors Hoke, Layne and Thomsson
NOES: Directors French and Mitchell
ABSENT: None

Tl

Debbqe»Nélle District Deputy Secretary

(047 g e %Mﬂw/

Roxanna Layne, President

16320 Everhart Drive, Weed, CA 96094 (330) 938-3281 Fax: (530} 938-4739



CSD Minutes 4/15/15

LAKE SHASTINA
COMMUNITY SERVICES DISTRICT

Regular Meeting
Wednesday, April 15, 2015 - 6:00 p.m.
Department of Public Safety Building
16309 Everhart Drive = Weed, California 96094 - (530) 938-3281

MINUTES

CALL TO CRDER AND ROLL CALL: called to order at 6:05 p.m.

LSCSD Board Roll Call: French__Y_Hoke_ ¥ Layne_ v__ Mitchell_ ¥ Thomsson__+
Also present: IGM Lea, SAC Nelle, AA Charvez, CPS Wilson

There were approximately 54 people in the audience.

CLOSED SESSION:
1. No closed session,

PLEDGE OF ALLEGIANCE: Dir. French led the Pledge of Allegiance.

PUBLIC COMMENTS: Susan Bischoff (improving exterior look of water tanks), Dave Hankins (comments made by
Dir. Mitchell at previous meeting), Don Moore (new well issues), Myles Herman {community, budget), Corinne
Moller (read statement re: Board member actions), Mario Marchi (Board member actions), Tom Wetter (evolution of
the District over the past & years), Lorene Miller (water fund)

CONSENT CALENDAR: {All items accepted/approved by the Board unless otherwise noted.)

2. Approval of Minutes: Special Meeting March 14, 2015 and Regular Meeting March 18, 2015
Ratification of Disbursements: March 1 to March 31, 2015

Budget Comparison / Variance Report: FY 2014/2015 YTD

Accounts Receivable Aging Analysis: FY 2014/2015YTD

Ratification of Employment Agreement Lloyd James Lea {Rate of Pay)

Approval of Transfer of LAIF Funds to CSD Operating Account

Dir. Mitchell requested that ltems 2.C and 2.E be removed from Consent.

Motion by Dir. Mitchell second Dir. French to approve Consent Calendar, with Items 2.C and 2.E removed

from Consent.
Ayes: Directors French, Hoke, Layne, Mitchell and Thomsson
Noes: None
Absent: None

ltem 2.C: Dir. Mitchell expressed concerns regarding line items that are over budget.

Motion by Dir. Thomsson second Dir. Mitchell fo approve Item 2.C.
Ayes: Directors French, Hoke, Layne, Mitchell and Thomsson
Noes: None
Absent: None

mmouome

Item 2.E: Dir. Mitchell commented on salary for IGM position.

Motion by Dir. Thomsson second Dir. Hoke to approve item 2.E.
Ayes; Directors French, Hoke, Layne and Thomsson
Noes: Director Mitchell
Absent: None

DISCUSSION / ACTION [TEMS:

3. Department of Public Safety Monthly Report: CPS Wilson updated the Board on Fire and Police activities.
A. Recognition of DPS volunteers:; Chief Wilson acknowledged all DPS Volunteers; many were present.
B. Request to recruit and hire seasonal firefighters for 2015 fire season: Chief Wilson and the Board

discussed.

Motion by Dir. French second Dir. Thomsson to authorize DPS Chief to conduct a recruitment process for
seasonal firefighters; hiring of seasonal firefighters is contingent upon the FY 2015/2016 Budget.

Ayes: Directors French, Hoke, Layne, Mitchell and Thomsson

Noes: None

Absent: None

Page 1 of 3



CSD Minutes 4/15/15
4. Department of Public Safety issues; update from Committee: Pres, Layne reported that Chief Wilson will be
contacting Sheriff Lopey to meet with the committee,

5. Resolution re: purchasing policy of Fire Department equipment; The Board and staff discussed.

Motion by Dir. Thomsson second Dir. Hoke fo approve Resolution 2-15 authorizing the District General

Manager and Fire Chief to make capital purchases.
Ayes: Directors French, Hoke, Layne, Mitchell and Thomsson

Noes: None
Absent: None

8. California Special Districts Association — Board of Directors call for nomination; The Board discussed; no action
taken,

7. Appoint committee to hire General Manager; Pres. Layne tabled item untif the next meeting due to the need to

have Item 11 addressed first.
A. Requested direction for committee: 1) Is the position full-time and 2) Is the position to manage both

CSD and LSPOA?
B. Medical Clinic building maintenance update: 1GM Lea updated the Board,

9. Resolution autharizing a long term loan to General Fund by Water Fund to pay off debt to DECO per release
and Settlement Agreement: The Board and staff discussed.

Motion by Dir. Thomsson second Dir, Hoke to approve Resoiution 3-15 authorizing a long-term loan to General
Fund by Water fund to pay off debt {o DECO per Release and Settlement Agreement.

Ayes: Directors Hoke, Layne and Thomsson

Noes: Directors French and Miichell

Absent:  None

The Motion was amended:

Motion by Dir. Thomsson second Dir. Hoke to approve Resolution 3-15 authorizing a long-term loan to
General Fund by Water Fund to pay off debt to DECO per Release and Settiement Agreement and the
subsequent transfer of funds from LAIF to the CSD Scott Valley Bank Operating account in the amount of
$500,000 to begin by April 17, 2015.

Ayes: Directors Hoke, Layne and Thomsson

Noes: Directors French and Mitchell

Absent: None

10. Approve DECO Cancellation Agreement and Quitclaim Deed: Counsel Winston updated the Board.

Motion by Dir. Thomsson second Dir. Hoke to approve DECO Cancellation Agreement for Purchase of Site
Improvements and Quitclaim Deed.

Ayes: Directors Hoke, Layne and Thomsson

Noes: Directors French and Mitchell

Absent: None

Motion by Dir. Thomsson second Dir. Hoke to approve Resolution 4-15 of acceptance of gquitclaim deed(s)

of certain real property to the District.
Ayes: Direcfors Hoke, Layne and Thomsson
Noes: Directors French and Mitchell
Absent: None

11. LSCSD / LSPOA Agreement: The Board and staff discussed. Pres. Layne appointed ad hoc committee (Dir.
French and Dir. Thomsson and IGM Lea), to meet with the LSPOA's ad hoc committee (Pres, Durden and Dir.

Miller) re: LSCSD / LSPOA Agreement,

12. Compliance with Gov. Jerry Brown's April 1, 2015 executive order on statewide mandatory water restrictions:
Dir. Mitchell updated the Board on State mandates. District Ordinance 2-14 currently meets the requirements of
the mandates; the District will amend the ordinance if additional mandates are required by the State.

13. Sale of 2007 New Holland Tractor; {GM Lea updated the Board.
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Motion by Dir. Mitchell second Dir. Thomsson to support the sale of the 2007 New Holland Tractor in the

manner and for the dollar amount LSPOA deems appropriate.
Ayes: Directors French, Hoke, Layne, Mitchell and Thomsson

Noes: None
Absent: None

14. Status report on Interim General Manager’'s work projects, in addition to those already on this agenda: Dir.
Mitchell stated that she believed the Board should prioritize IGM projects. IGM Lea updated the Board on
current projects. The Board agreed that the top priorities are: new well issue, State water conservation
mandates, budgets, LSCSD/LSPOA agreement, water tank coating, maintenance shop, adjacent property
development for potential new road and fire department substation.

STAFF COMMENTS: IGM Lea thanked Chief Wilson for setting up the meeting room.
BOARD MEMBER COMMENTS: None

ADJOURNMENT;

With no objections by the Board, Pres. Layne adjourned the meeting at 8:03 p.m. The next LSCSD Regular Board
Meeting scheduled to be held on May 13, 2015, Closed Session, as needed, at 5:00 p.m. and Open Session at 6:00

p.m. at the Department of Public Safety Building.

Approval Date: 5 )c;O } I g \_f W . %40{_@

Roxanna Layne, President

AWEﬁT' )
4_4/;/ L/
PN AYEF g | Mt
J}ﬁa‘ie’ Lea, Secretary
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ATTORNEY OR PARTY WITHOUT ATTORNEY (Name, Stats Bar number, and sddress}:

Walter P. McNeill, #95865; Dan D. Kim, #212577 e s
McNeill Law Offices

TELEPHONE NO. 530-222-8992 FAXNO. optony, 530-222-8892
E-MAIL ADORESS (Optional).

ATTORNEY FOR (vame): DECO INDUSTRIES, LLC

SUPERIOR COURT OF CALIFORNIA, COUNTY OF Siskiyou
STRAEET ADDRESS: 311 4th Street

MAILING ADDRESS.
civannzpcooe Yreka CA
BRANCH NAME:

PLAINTIFFPETITIONER: DECO INDUSTRIES, LLC
DEFENDANT/RESPONDENT: LAKE SHASTINA COMMUNITY SERVICES DIST.

REQUEST FOR DISMISSAL casenumeen:  13-00462

A conformed copy will not be returned by the clark uniess a method of return is provided with the document.

This form may not be used for dismissal of a derivatlve action or a class action or of any party or cause of actionina
class actlon. (Cal. Rules of Court, rufes 3.760 and 3.770.)

1. TO THE CLERK: Plaase dismiss this action as follows:
a. (1) With prejudice  (2) [_] Without prejudice
b. {1) [ /] Complaint (2) ] Petition
(3) Cross-complaint filed by (name): Lake Shastina Community Services Dist. an (date); 2/18/14
(4) ] Cross-complaint filed by {name): on (dale);
(5) Entire action of all parties and all causes of action
(6) Other (specify):* Each side 1o bear their own costs.
2. (Complels in all cases except family law ceses.)

The court did [7] did not waive court fees and costs for a party in this case. (This information may be oblained from
the clark. If court feas and casls ware waived, the daclaration on the hack of this form must be ed).
Date: March 9, 2015 } /.
DanDKim. . ... ... ... .. .. &
(TYPEOR FRINTNAMEOF | | ATTORNEY [ ] PARTY WITHOUT ATTORNEY) {SIGNATURE)
Attorney or party without attorney for:
“i dismissal fequasted Is of spaciled parties only of specified causas of action
orly, or of .di""r?,.ijﬁ‘,’ e 1o e epssaiey. T Hlenily the parkes, Plaintiff/Pelitioner [] Defendant/Respondant
Cross—Complainant
3. TO THE CLERK: Consent to the above dismissal is hereby given.™
Date: March 9, 2015
Randall L. Harr — '
(TYPE OR PRINT NAME OF ATTORNEY [ PARTY WATHOUT ATTORNEY) (SIGNATURE)
“Il a cross-complaint—or Response (Famﬂu.:w) seeking affimalive Attorney or party without atiorney for:
relief — Is on fle, tha attomey for mlmm Bnt {respondeni) must

Procadure section 581 (1) 1 PiaintiffiPelitioner [} oelendant/Respondent

sign this consent if required by Code of C
or - [£] Cross-Complainant

(To be compleled by clerk)

4. [ ] Dismissal entered as requested on (dais):

§ [ Dismissal entered on (dafe): as to only (name}:
6. [ Dismissal not entered as requested for the following reasons {spacify).

7. a. [ Attorney or parly without attarney nolified on (date):
b, (] Attorney or party without attorney not notified. Filing party falled to provide
("] acopy to be conformed [_] means to return conformed copy

Date: Clerk, by , Daputy
Page1of?
Fowm Adiptad for Mamiedry Lize REQUEST FOR DISMISSAL Gov. Code, § 88033 . Rules of G, nie 3 1350

CN~11G [Rev Jan 1, 2013] www. Courfs ci gov



RELEASE AND SETTLEMENT AGREEMENT
A. PARTIES

This Release and Settlement Agreement (“Agreement”) is made by and between
Deco Industries, LLC (“DECO"), and Lake Shastina Community Services District
(“DISTRICT*). DECO and DISTRICT are collectively referred to herein as the “Parties.”

B. RECITALS

WHEREAS, on or about September 1, 2004, DECO completed construction of an
appraximately 3,400 square-foot medical clinic building (“Clinic Building”), located at
16337 Everhart Drive, Weed, California (APN 109-090-170), for Catholic Healthcare
West d.b.a. Mercy Medical Center Mt. Shasta (now Dignity Health d.b.a. Mercy Lake
Shastina Community Clinic ~ hereinafter “CHW"), to bring a medical clinic into the
Lake Shastina community.

L] syE 4 MU RLLLY
WHEREAS, on or abaut Septeinber 21, 3005, tHE Parties enteted into a
agreement - attached for reference as Exhibit "A” (hereinafter "Purchase Agreement”)~-
whereby the DISTRICT would the Clinic Building from DECO, under the
termsandcondxtionsaaset inPuxclmseAgree:lne_x_lt'.

WHEREAS pumuant to thePurdtaseAgreement, the DISTRICT had been
passing through to DECO a certain amount of lease payments ithad been receiving
from CHW, for approximately seven years, until Mny of‘2012 when it stopped making

the pass-through payments to DECO: -7 -zt w2,

WHEREAS, DECO thereafter filed a Complaintw enforce said Purchase
Agreement, which lawsuit is currently pending in the Siskiyou County Superior Couxt,
Case No. 5C CV CV 13-00462. ,

WHEREAS, DISTRICT now wishes to perform pursuant to the Purchase
Agreement, to settle the pending lawsuit, and the Parties both wish to avoid any further
legal proceedings arising out of or connected to the Complaint.

NOW, THEREFORE, the Parties agree as follows:
C. RELEASE AND SETTLEMENT AGREEMENT

1.  DISTRICT will restore to DECO the certain amount of lease payments which it
has received from CHW but which it has withheld from DECO, by doing the fallowing:

(a) Releasing and paying $166,641.45 to DECO, representing the balance as of
December 31, 2014, of U.S. Bank Account No. 1575 0321 4478 located in Weed,
California, called the “DECO-LSCSD RETAINAGE ACCOUNT," which was created by
stipulation of counsel for the Parties and which holds lease payments that have been

Deco Indusiries, LLC v. Loke Skostina Communizy Services District 1
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received by DISTRICT from CHW and which was to be passed-through to DECO
pursuant to the Purchase Agreement, but which DISTRICT has withheld from DECO,
during the time period of May 1, 2012 to September 1, 2014.

DISTRICT agrees to waive expenses and/ or credits for refurbishment of the
Clinic Building.

2.  Inaddition, DISTRICT wili pay DECO $500,000, representing the negotiated and
final purchase price for the Clinic Building, on the following payment terms:

(a) DISTRICT will make a down payment of $25,000;

(b) DISTRICT will pay the principal sum of $475,000 - evidenced by a
promissory note (“Note”) - bearing interest at the rate of 4.5% per annum, fully
amortized over a term of 15 years, in equal monthly installments of $3,633.72, with no
prepayment penalty for early payment of the entire amount of the indebtedness, subject
to acceleration for the full amount if the indebtedness upon alienation of the property,
and securad by a deed of trust with assignment of rents.

3.  For good and valuable consideration, the receipt of which is hereby
acknowledged, the Parties —inclusive of their past, present and future employess,
agents, attorneys, affiliates, joint venturers, stockholders, members, predecessors,
successors, past, present and future parent and subsidiary corporations, divisions,
affiliates, pariners, and related entities - do hereby release and forever discharge each
other from any and all claims, demands, obligations, losses, causes of action, damages,
penelties, costs, expenses, attomeys’ fees, and Liabilities, whether based an contract, tort,
statute, or other legal or equitable theory of recovery, which they now have, claim to
have, or may ever have against each other, arising out of or connected to the Purchase
Agreement.

4.  The Parties agree that they shall have no obligations or liabilities arising out of
the Purchase Agreement other than as set forth in this Agreement, and that they shalt
not later dispute the payment amounts or terms set forth in this Agreement based on
how the payments were calculated or based on any other reason, whether known or
later discovered. Accordingly, the Parties mutuaily and expressly waive Section 1542 of
the Civil Code of the State of California, which provides:

"A general release does not extend to claims which the creditor
does not know or suspect to exist in his or her favor at the time of
executing the release, which if known by him or her must have
materially affected the settlement with the debtor.”

5.  DISTRICT shall make the payments described in Paragraphs 1(a) and 2(a)
promptly upon the filing of mutual dismissals as described in Paragraph 9 below.

6.  DISTRICT shail make the payments described in Paragraph 2(b) herein by

Deca industrier, LLC v. Lake Shastina Community Servicer District 2
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preparing checks made payable to DECO and by delivering such checks to DECO by
the 15+ of each month beginning with [March 1, 2015] in accordance with the terms of
the promissory nate to be executed by DISTRICT.

However, if for any reason CHW discontinues making lease payments to the DISTRICT,
during that discontinuance DECO will give the DISTRICT up to a six month grace
period during which time the DISTRICT's obligation to make its monthly instaliment
payments to DECO shall be suspended, and following suspension of payments or six
months - whichever is shortest ~ the DISTRICT's obligation shall resume at exactly the
amount ptior to the suspension.

7.  ‘The Parties acknowledge and agree that the DISTRICT shall own full and
complete legal title to the Clinic Building, and that the DISTRICT's obligation to pay
DECO under this Agreement shall be independent of and not conditioned on the status
of the DISTRICT"s lease with CHW or the status of any other tenant or subtenant
(subject only to the six month grace period described in Faragraph 6 above).

8.  The DISTRICT shall maintain fire and casualty insurance covering the full value
of the Clinic Building for the entire duration of this Agreement, and shall provide
verification of said insurance coverage to DECO each year, or upon the demand of
DECO.

9.  Once this Agreement is fully signed, DECO authorizes and directs its attorney of
recard to enter a Dismissal with Prejudice of the Complaint. Contemporaneously
DISTRICT shall enter a Dismissal with Prejudice of the Cross-Complaint. Each side
shall bear their own costs and attorneys’ fees.

10.  The parties intend that this Agreement is enforceable pursuant to Code of Civil
Procedure Section 664.6.

1.  Inany action to enforce this Agreement, the prevailing party shall be entitled to
recover its reasonable attorneys’ fees and costs.

12. DECO warrants that no part of the claim which provides a basis for the
Complaint has been assigned to any person or entity. This Agreement shall be binding
on, and inure to the benefit of the successors and assigns of the Parties hereto.

13.  This Agreement represents and contains the entire Agreement and
understanding among the Parties hereto with respect to the subject matter of this
Agreement, and supersedes any and all prior oral and written agresments and
understandings, and no representation, warranty, condition, understanding or

agreement of any kind with resmt:&w subject matter hereof shall be relied upon by
the Parties unless incorporated i

14.  The Parties and their respective counsel have reviewed and approved this
Agreement, and accordingly the normal rule of construction to the effect that any

Deco Industries, LLC v. Loke Shasting Comsanmity Services District 3
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ambiguities are to be resolved against the drafting party shall not be employed in the
interpretation of this Agreement.

15. In the event that one or more of the provisions, or portions thereof, of this
Agreement is determined to be illegal or unenforceable, remainder of this
Agreement shall not be affected thereby and each remaining pravision or portion
thereof shall continue to be valid and effective and shall be enforceable to the fullest
extent permitted by law.

16. This Agreement may be executed in counterparts which, taken together, shall
constitute one and the same agreement.

17. MsAgreementismtemdmmin&\esmeofCahfonﬁamdshnnbemnsuued
and interpreted in accordance with its laws.

18.  The persons signing below on behalf of an entity personally warrant, on behalf of
each of them, ru;g:cdvely. that the governing board, if eny, has approved this
Agreement and that such signers have been granted the authority to execute this
Agreement on behalf of the entity which they purport to represent and legally bind it to
the terms stated herein.

IN WITNESS WHEREOF, the Parties do hereby execute this Agreement on the dates set
forth below.

Dated: 5 - 5“' 9»0 / 5
DECOIND , LLC
Bilt Duchi, Managing Member

Dated: ‘3./9./‘”‘0/5 i pne e

LAKE SHASTINA COMMUNITY SERVICES
DISTRICT
Roxanna Layne, Board President

Deco Industries, LLC v. Loke Shastina Community Services District L
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AGREEMENT FOR PURCHASE OF SITE IMPROYEMENTS

This Agreement is made at Weed, California, on the date last writien below, by and
between DECO Industries, LLC, a Californin general partnership ("DECO™), and LAKE
SHASTINA COMMUNITY SERVICES DISTRICT ("DISTRICT").

Recitals. DECO is constructing 8 commercial building (the "Building") of approximately
3,400 square fect and making other improvemenis to certain real property consisting of ,806
acres of land (the *Property") owned by DISTRICT. Catholic Healthcare West, d.b.a. Mercy
Medical Center Mt. Shasta ("CHW™) will, upon compietion of the said Building and
improvements, DISTRICT, lease a portion of the Building from DISTRICT. By this
Agrcement, DISTRICT will compensate DECO for the construction of that Building and the
other.improvements.

NOW, THEREFORE, IT IS AGREED AS FOLLOWS:

1, CONSTRUCTION OF BUILDING. DECO is constructing a Building on a parcel of
land owned by DISTRICT (“the Property”), at DECO's cost, in accordance with the
specifications of CHW and DISTRICT. Upon the approval by CHW and DISTRICT,
DISTRICT expects to accept the Building and other site improvements, and upon such
acceptance, DISTRICT will be deemed to be the sole owner of same.

2. COMPENSATION TO DECO. DISTRICT has entered into an agreement (the "Lease
Agreement™) with CHW to lease approximately 2,400 square feet of the Building to CHW for
the sum of $4,200.00 per month, for a term of ten (10) years or more, beginning on September
1, 2004, and DISTRICT has given CHW the option 10 lease some or all of the remainder of
the Building (the "Additional Space"), consisting of approximately 1,000 square feet at the
same rent per square foot, i.c., $1.75 per square foot. In consideration of DECO having
constructed the Buikling and made other improvements to the Property, DISTRICT shall
compensate DECO as follows:

a. Monthly Installments. For a period of ten (10) years, coinciding with the term
of the lease by DISTRICT to CHW, and 1o the extent that DISTRICT receives the monthly
rent payments from such lease, DISTRICT will pay to DECO the sum of $4,200.00 per
month, plus the rent, if any, received for the Additional Space. The monthly installments will
be due and payable on the 15th day of each month, starting with September 15, 2004,
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b. Additional Rent. If CHW or any assignee or sublessec of CHW exercises its
option to lease the remainder of the Building for additienal rent payable to DISTRICT, end to
the extent that DISTRICT receives the monthly rent payments pursuant io such option,
DISTRICT will pay to DECO the amounts specified in subpart (a), above, plus the amount of
additional rent for the additional space.

c. Balloon Payment. Prior to District making a balloon payment, a meeting shall
be held between a District representative and a DECO representative to address options that
may prove beneficial to both organizations. At the expiration of ten (10) years aftes the
commencement of this Agreement, DISTRICT shall commence to pay to DECO the
additional sum of Five Hundred Thousand Dollars ($500,000.00), payable in cash, orin 180
equal monthly installments of $4,466.23 (which includes interest on the unpaid balance at
6.9% per annum), or more, at the option of DISTRICT. Except as provided in subpart (¢) of
this section, if at any time DISTRICT fails to pay the said installments as they come due,
DECO may, after not less than minety (90) days' written notice to DISTRICT, terminate this
Agreement and take exclusive possession of the Building. DECO shall retain ownership of
the Building until payment has been made in full under this subpart. Upon paymentin full of
this balloon peyment, DECO shall deliver 1o the DISTRICT a Bill of Sale and such other
documents as it may request to confirm DISTRICT's outright ownership of the Building.

~d. Suspension of Monthly Installments on Default. If DISTRICT's lease with
CHW is terminated before its scheduled cxpiration date, or if neither CHW nor its assignees
or sublessees pay to DISTRICT the rent required under such lease within fifteen (15) days of
its specified due date, DISTRICT shall give written notice of the fact to DECO, and
DISTRICT may suspend iis monthly inslallments under subpart (g), above. If CHW or its
sublessee or assignee is in default under their lease agreement with DISTRICT, DISTRICT
shall take appropriate legal action 10 collect the unpaid rent and/or to terminate the lease.

e. Suspension of Monthly Installments on Vacancy. If, afier the expiration of the
10-year lease between DISTRICT and CHW, the Building becomes vacant and is generating
no rental income, the DISTRICT may suspend its monthly installments under subpart (¢) of
this section for such period, not to exceed one (1) year, and resume the same when the
Building is rented.

3. TAXES. DISTRICT shall be the owner of record for purposes of property taxes. For
the initia] 10-year period, upon reccipt of property tax bills for the Building, DISTRICT shall
forward a copy to DECO and DECO shall pay for the portion of the property tnxes and
assessments attributable to its construction of the Building and other site improvements which
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are levied against DISTRICT or on the Propesty. After the initial 10-year period, DECO shall
have no further responsibility for the payment or reimbursement of taxes.

4. NO PARTNERSHIP OR LEASEHOLD. Nothing herein shall be deemed to create a
partnership, or lease, or landlord-tenant relationship, between DISTRICT and DECO. For the
purposes of this Agreement, DECO is only a vendor and creditor of DISTRICT.

5. NOTICES. Any notices to be given to a party to this Agreement may be mailed
postage-prepaid, faxed, or personally delivered to the party or its authorized agent or
representative, as follows:

DISTRICT: General Manager, 16320 Everbart Drive, Weed, California, fax: (530) 938-
4739

DECO Industrdes, LLC: c/o Siskiyou Forest Products, 190 Boles Street, Weed, CA

Notices which are mailed shall be deemed received on the 2nd regular postal delivery day
afler posting unless a postal retumn receipt shows an carlier date of nctual receipt. Notices
which are faxed or personally delivered are deemed received upon transmission, or delivery,

respectively.

6. ENTIRE AGREEMENT; AMENDMENTS. This Agrcement constitutes the entire
agresment between the partics, and its supersedes all other agreements, letters of intent, and
other understandings. There are no other agreements, understandings, or representations.
Any amendments to this Agreement must be in writing, signed by the authorized
representative of the party to be bound, and (if the DISTRICT is to be bound) approved by the
DISTRICT board of directors at a duly called meeting thereof.

7. CONTINGENCIES. The parties’ rights and obligations under this Agreement are
contingent upon the occurrence of the following:

a. Completion and Acceptance of Building. The Building and site improvements
must be timely completed to the specifications of DISTRICT and CHW and in full
compliance with applicable statutes, ordinances, and regulations, including, specifically, those
applicable to medical facilities, finally approved by the Siskiyou County inspector, and
sccepted in writing by DISTRICT's authorized representative,

b. Lease Agreement Between District and CHW, DISTRICT and CHW must
have entered into a writlen lease agreement for CHW's lease of the Building and related
grounds,

Agrecment for Purchase of Site Improvements, P.3 Revised 8/31/05




8. INTERPRETATION. This Agreement shall be interpreted evenly and fairly as to both
sides, notwithstanding that one party or the other may have drafted all or any pert of it.

9. AUTHORITY OF PARTIES EXECUTING AGREEMENT. The individuals signing
below personally warrant thai they have been duly authorized to execute this Agreement on
behalf of the organizations which they purport to represent.

10. EFFECT OF ACCEPTANCE; INDEMNIFICATION. Acceptance by DISTRICT
of the Building or other site improvements shall not constitute a waiver of any rights which
DISTRICT may bave with regard to defective construction of the same. DECO shall
indemnify, defend, and hold harmless DISTRICT, its officers and agents, from any claims and
liabilities based on allegations of defects in the construction of the Building or site
improvements, whether latent or patent.

11. INDEMNIFICATION FOR PREVAILING WAGE CLAIMS. DECO shall
indemnify, defend, and hold harmless DISTRICT, its officers and agents, from any claims and
liabilities brought for alleged violations of any state or federa) prevailing wage laws, including
but not limited to those brought to recover damages for violations of California Labor Code

§1771.

12. USE. The use of the Property and Building is 1o be in compliance with Siskiyou
County Use Permit #UP-03-07 or any subsequently issued Use Permits that modify it.

13. REPAIRS & MAINTENANCE; REFURBISHING.

a. Repairs and Maintenance, Through August 31, 2014, DECO shall, at its cost,
provide all required maintenance and repairs to the Building and associated Property during
the term of this Agreement, including but not limited to the Building fixtures (but not the trade
fixctures of the lenants), roof, windows, doors, heat pumps, light fixtures (but not the bulbs,
which shall be the respoasibility of the tenants), Building systems (including sewer pump),
sidewalks, parking areas, min gutters, and signage, but not including landscaping
maintenance. Starting on September 1, 2014, DISTRICT shall assume all such responsibility
for repairs and maintenance.

b. Refurbishment. DECO shall refurbish thic premises on or about September 1,
2014, such refurbishing to include painting, new floor and window coverings, and cosmetic
repairs, DECO shall provide a refurbishing allowance of $4.00 per square foot for this work.

Agreement for Purchase of Site Improvements, P.4 Revised 8/31/05




14. INSURANCE. DECO shall acquire and maintain throughout the term of this
Agreement "special form" insurance policy coverage on the Building and all improvements, in
the following amounts: (a) commercial general liability coverage with respect to activities at
the Property in the amount of 1,000,000.00 per cccurrence and $1,000,000.00 in the
aggregate, and $100,000.00 for property damage, insuring against all lisbility of DISTRICT
and its authorized representatives arising out of or in connection with the Property, and the
use of same by any tenants thereof. DISTRICT may, after five (5) years, require that the
amount of such insurance coverage be incrensed to a total of up to 2,000,000.00, DISTRICT
and CHW, and any tenants of DISTRICT shall be named as additional insureds under DECO's
policy of liability insurance. The insurance policy shall provide that DISTRICT is to be given
thirty (30) deys' written notice prior 1o cancellation of coverage. Prior to September 1, 2004,
and thereafter upon request of DISTRICT, DECO shall provide DISTRICT with copies of
insurance coverage certificates.

15, INDEMNITY FOR CONSTRUCTION DEFECTS. DECO shall indemnify and
defend DISTRICT, its officers and agents, from any liebility resulting from the construction,
improvement, use, occupancy, and leasing of the Property and Building, except to the extent
caused by the gross negligence or willfit]l misconduct of DISTRICT.

16. CONSTRUCTION VENDORS. Upon completion of the Building, DECO shall
provide DISTRICT with the names and addresses of all vendors of equipment utilized in the
Building, along with identification of the equipment which cach provided.

17. WATER SERVICE.
a. Buy-In Fee. DECO shall pay to the DISTRICT the usual buy-in fee for water

service.
b. Lateral, DECO shall pay for all Inbor, materials, and other costs to install the

Iateral water line,
¢, Meter. DECO shall pay for all labor, materials, and other costs to install the

water meter.

18. SEWER SERVICE.
a. Buy-In Fee. DECO shall pay to the DISTRICT tht usual buy-in fee for sewer
service.
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b. Lateral. DECO shall pay for all labor, tnalerials, and other costs to install the
Iateral extension, including the clean-out.

19. ELECTRICAL SERVICE. DECO shall pay for all labor, materials, and other costs
1o construct the electrical connection 1o the Building from the location designated by the
power company, and for any transformer.

20. TELEPHONE SERVICE. DECO shall pay for all labor, materials, and other costs to
construct the connection to the Building, and for any required pedestal.

21. USE PERMIT AND BUILDING PERMIT FEES. DECO shall reimburse the
DISTRICT for all fees paid by DISTRICT to the County of Siskiyou to obtain the Use Permit
previously issued and for the Building Permit.

22. CURB AND GUTTER. DISTRICT shall reimburse DECO for DECO's construction
of the curb and gutter in the road right-of-way, not to exceed $18.50 per foot, for up 325 feet.

23. THIRD PARTIES. Nothing in this Agreement shal] establish any contractual rights in
favor of third parties.

24. IMPROVEMENTS TO ADDITIONAL SPACE. If CHW exercises the option to
lease the Additional Space, DECO shall, at its sole cost and expense, make such
improvements as will be necessary to make it equal in finish to the premises originally leased
10 CHW.

DECO, a Celifornia general

partnership, by: _
piss: =2 /-0~ %
General Partner
LAKE SHASTINA COMMUNITY SERVICES
DISTRICT, by:

Dated: ?" il

Board Presidet, Craig Dilley
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