FOR SETTLEMENT DISCUSSIONSONLY

THISTERM SHEET ISNOT AN OFFER WITH RESPECT TO ANY SECURITIESOR
SOLICITATION OF ACCEPTANCESOF A CHAPTER 11 PLAN. SUCH OFFER OR
SOLICITATIONWILL BE MADE ONLY IN COMPLIANCE WITH ALL
APPLICABLE SECURITIESLAWSAND/OR PROVISIONS OF THE BANKRUPTCY
CODE. THISTERM SHEET ISBEING PROVIDED IN FURTHERANCE OF
SETTLEMENT DISCUSSIONSAND ISENTITLED TO PROTECTION PURSUANT TO
F.R.E. 408 AND ANY SIMILAR RULE OF EVIDENCE. THE TRANSACTIONS
DESCRIBED IN THISTERM SHEET ARE SUBJECT IN ALL RESPECTSTO,
AMONG OTHER THINGS, DEFINITIVE DOCUMENTATION INCLUDING THE
PLAN, APPROPRIATE DISCLOSURE MATERIAL AND RELATED DOCUMENTS

EXECUTION COPY

TERM SHEET
REGARDING RESOLUTION OF BOND SAFEGUARD/LEXON CLAIMS

AND BOND LIABILITY

1. This term sheet (“Term Shéptdescribes various terms of a settlement tramnsact
between Lehman Brothers Holdings Inc._ (“LBHland certain of its affiliates

(collectively, “Lehmaf) and Bond Safeguard Insurance Company and Lersarance

Company (collectively, “Bond Safegudydrelating to the Projects and the Bonds (as

such terms are defined below). The parties hetgiertake to negotiate, finalize,
execute and deliver two mutually satisfactory setgnt agreements, one with respect to
the TD Projects and one with respect to the VD dtgj (as such terms are defined

below) (collectively, the “Settlement Agreeméntsiemorializing the terms set forth in

this Term Sheet and agree to do so in good faithaanexpeditiously as possible. The
Settlement Agreements will be fully binding on pHrties thereto upon execution and
delivery thereof but the effectiveness thereofldbalsubject to the approval of the terms

and provisions thereof by the Lehman bankruptcyrtc@ihe “Settlement Effectiveness

Conditiorf). If the Settlement Effectiveness Condition it nsatisfied, then the
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Settlement Agreements will, by their respectivem®r automatically terminate and
become null and void ab initio and the parties Wwdlve no further rights or obligations
thereunder and will be fully restored to their ®sjp/e legal positions as if the Settlement
Agreements had never been executed or deliveré@. cbnsummation of the settlement
contemplated in each Settlement Agreement shaliromely upon confirmation and the

occurrence of the Effective Date (as defined inapglicable Plan).

2. The projects are: (a) Marblehead, Oak Valley Chang Palm Springs Village
(Avalon), Heartland and Delta Coves (the “TD Prtg§cwhich are owned by SunCal
Marblehead, LLC, LB/L SunCal Oak Valley, LLC, Sun®s&V LLC, SunCal Heartland,

LLC, and Delta Coves Venture, LLC (collectively, eth"TD Project Owners,

respectively, and (b) Acton Ranch, Ritter Ranch Brakford Ranch (the “VD Projects
and, together with the TD Projects, the “Projgctshich are owned by Acton Estates,
LLC, Palmdale Hills Property, LLC and SunCal BiciddRanch, LLC (collectively, the

“VD Project Owner% and, together with the TD Project Owners, thedjBct Ownery),

respectively. It is anticipated that on or aftez Effective Date(s) of the Plan (s), title to
the Projects will be transferred to entities ownadd/or controlled by Lehman
(collectively, the “LB Nomine€$ through (a) with respect to the TD Projects,lanpof
reorganization proposed jointly by Lehman and thustée in the involuntary debtors’
cases (as the same may be modified or amendedtiimento time, the “TD Plah and
(b) with respect to the VD Projects, a plan of gamization proposed by Lehman in
certain of the voluntary debtors’ cases (as theesaray be modified or amended from

time to time, the *VD Plahand, together with the TD Plan, the “Plans Bond
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Safeguard will agree that all outstanding subdivisipayment, performance and other
bonds issued by Bond Safeguard with respect t&tbgects and to be scheduled as part
of the definitive documents (collectively, the “Bis) will remain outstanding after the

Effective Date of the applicable Plan, until regld@s set forth below.

3. From and after the applicable Effective Date, thpliaable LB Nominees will agree to
pay annual premiums (per Bond outstanding) in ansoset by Bond Safeguard and to
be scheduled in the Settlement Agreements untilajyglicable Bonds are released,
substituted or replaced; provided, however, thatadB8afeguard will agree to waive all
such annual premiums until the earlier of (a) tweotur (24) months following the
Effective Date, (b) December 31, 2013, or (c) wihpect to any particular Bond(s), the
date on which such Bond(s) are substituted or cepldy new surety bond(s) issued by
Bond Safeguard or another surety company relatnipeé same work or improvements
that were the subject of the replaced Bonds. Lehwill have no obligation to pay any
bond premiums that may be due and owing to Bonddbird in respect of the Bonds or
otherwise due and owing to any broker (includinghaut limitation, Rohm Insurance
Company) who facilitated the placement or issuanicthe Bonds and who may have
claims against the Project Owners for unpaid boreinpums in respect of the Bonds
(“Bond Brokefr), in each case, as of the applicable EffectivéelXaollectively, the “Past

Due Premiumy and Bond Safeguard will waive (and will causete@ond Broker to

waive) any payment and waive (or at Lehman’s optassign) any claims against the

Project Owners in respect of such Past Due Premiums
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4, Attached hereto as Exhibit i& a chart (the_“Claims Chdrtprovided by Bond Safeguard
identifying, as of September 22, 2011 (the "Exhibdte’), all claims which have ever
been asserted against Bond Safeguard under amg @ddnds by any person including,
without limitation, by any claimants who hold (arepiously held) claims against one or

more of the Project Owners (collectively, the “Bo@ithimant$), and further identifying

for each such claim, (a) the name of the Bond Glaim(b) to the best of Bond
Safeguard’s knowledge, the specific Bond(s) undeicivthe claim was made, (c) the
Project for which such Bond(s) were issued, (d3u€th claim has been settled, either

consensually or by court order_(“Settled Cldimgi) the amount paid or to be paid

(pursuant to an executed and fully binding settienagreement) by Bond Safeguard in
respect of the settlement of such claim, (ii) tla¢edon which payment was made or is
required to be made to the applicable Bond Claimeamd (iii) the extent to which Bond
Safeguard has taken an assignment of the corresgpm®bnded Claims (as defined
below) and whether the Bond Claimant has any rasidghts to the claim assigned to
Bond Safeguard, (e) if such claim or any actiorugha by the applicable Bond Claimant

has been denied, withdrawn or dismissed (“DismisS&ms), a description of the

disposition of such claim and/or action includinige tbasis for any such denial,

withdrawal or dismissal, and (f) whether the clasystill pending (“Pending Claimis

Bond Safeguard will represent the accuracy of thain@ Chart in the definitive

documents and will update the Claims Chart throtighapplicable Effective Date. In
addition, Bond Safeguard will provide to Lehman iegpof all settlement documents
with the Bond Claimants and represent in the defmidocuments that it has provided to

Lehman true, correct and complete copies of alhsattlement documents. With respect
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to the Pending Claims, the parties will agree dievis: (a) as to the claim brought by
Nissho of California (and the corresponding judgbt@tained by Nissho against Bond
Safeguard), Bond Safeguard will be free to contestppeal such claim/judgment, settle
such claim/judgment or otherwise handle the digmosiof such claim/judgment as it
may determine in its sole discretion provided ftfaif a distribution is made to Nissho
under the TD Plan, upon demand by Lehman, BondgBafd will pay to Lehman an

amount (the “Nissho Claim Reimbursement Amd&urgqual to (a) the difference

between (i) $850,000 and (ii) the amount of Nisshdaim against SunCal PSV LLC
which has been assigned by Nissho to Bond Safegumandtiplied by (b) the same
percentage as the percentage of Nissho’s totakatlaclaim that is paid to Nishho under
the TD Plan. If Nissho's allowed claim is brokeumt @and paid at different percentages,
the same proration and percentages will be apftiedhe purpose of determining any
amount owed to Lehman by Bond Safeguard undeiSiacsion 4; provided, that if, prior
to any payment or distribution being made to Nisshoespect of any allowed claim,
Bond Safeguard pays and/or settles the claim/judgaed receives an assignment of all
or any portion of Nissho’s allowed claim, Bond Safard will waive any payment in
respect of such claim and assign such claim to laehmAs to the claims brought by
West Coast R&R, and KIP Incorporated, Bond Safetjwatl be free to contest such
claims, settle such claims or otherwise prosecuth €laims as it may determine in its
sole discretion provided that (i) Bond Safeguard mimburse Lehman for one-half of
any and all amounts paid by Lehman to any such Bola@mants pursuant to the TD
Plan upon demand by Lehman, and (ii) to the exteattBond Safeguard acquires all or

any portion of such Bond Claimant’'s rights to aripwed claims that such Bond
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Claimants may have against SunCal PSV, LLC or Sumgartland, LLC relating to

such Pending Claims, Bond Safeguard will waive payment in respect of such claims
and assign such claims to Lehman, and (c) as tolaéimas brought by Elite Bobcat, Bond
Safeguard will settle such claims and in connectotih such settlement, will acquire

100% of such Bond Claimant’s rights to any claitnattsuch Bond Claimant may have
against LB/L SunCal Oak Valley, LLC relating to Buéending Claim. For each Settled
Claim (except MSA Consulting), Bond Safeguard hgredpresents that it has acquired
100% of the applicable Bond Claimant’s rights ty afaims that such Bond Claimant
may have against any Project Owner relating to setfled Claim as indicated on the
Claims Chart. With respect to the Settled Claidatnreg to MSA Consulting, Bond

Safeguard hereby represents that it has acquir@s, @10 of the aggregate claim held by

MSA Consulting against SunCal PSV, LLC as indicaitadhe Claims Chart.

5. If Bond Safeguard receives a claim against a payrbend after the Exhibit Date but
prior to the applicable Effective Date (each sudnt being referred to as a “Gap

Payment Bond Claify), then Bond Safeguard shall reimburse Lehmanfifor percent

(50%) of any distributions made under the appliealftlan in respect of any
corresponding or related allowed claim assertethbyapplicable Bond Claimant against
any Project Owner in the bankruptcy proceedingsany of such Project Owner

regardless of the ultimate disposition of such Bapment Bond Claim.

6. If Bond Safeguard receives a claim from an obligge a performance bond

(“Performance BontY after the Exhibit Date but prior to the earlief the applicable

Effective Date or February 1, 2012 (such earligtedaeing referred to herein as the
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“Liability Switch Date¢’ and each such claim being referred to as a “GeaffoRnance

Bond Clainy), then and in that event, Bond Safeguard shatidoct an investigation

thereof in accordance with its customary proceduréfisBond Safeguard determines
(and/or it is ordered by a court) that work mustpeeformed to satisfy, in whole or in
part, Bond Safeguard’s obligations under the subfeerformance Bond (the “Gap
Bonded WorK), then Bond Safeguard shall cause the Gap Bohdexk to be performed

by contractors reasonably selected by Bond Safdgaad reasonably approved by
Lehman and pursuant to contracts entered into bgdBSafeguard and reasonably
approved by Lehman. Payment and other agreemetv®én the parties concerning the

Gap Bonded Work are as follows:

a. Bond Safeguard shall give written notice to Lehmahen a Gap

Performance Bond Claim is received and shall adsmgkconsult with Lehman as
to the scope of Gap Bonded Work to be performeal stilicitation of contractors
and the cost of the Gap Bonded Work. Lehman malenamy suggestions it
deems appropriate in this regard and the seleofitime final contractor(s) as well
as the form(s) of the contract(s) to be entered Ioyt Bond Safeguard with such
contractor(s) shall be subject to Lehman’s reasienapproval; notwithstanding
the above, if and to the extent required or marmbdte applicable insurance
regulations, Bond Safeguard shall otherwise condillcactivity undertaken in

response to a Gap Performance Bond Claim in iesdistretion.

b. Bond Safeguard shall pay for the cost of all Gapd&al Work performed

prior to the applicable Liability Switch Date andadl insure that such payment
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has been made in full in accordance with the apple contract(s). Bond
Safeguard shall indemnify and hold harmless theliggipe Project Owner,
Lehman and LB Nominee for any loss, cost or expémsarred by any of such
entities as a result of Bond Safeguard’s failureatsfy such payment obligation.
C. Regardless of when the Effective Date occurs araViged that the
applicable Effective Date has occurred, the apblealB Nominee shall
reimburse Bond Safeguard for the cost of all Gapdgd Work performed after
the Liability Switch Date, in accordance with tledldwing procedure:
I. If the applicable Effective Date has occurred as~ebruary 1,
2012, and the LB Nominee has not elected to unkkeicampletion of the
work as set forth in clause c.iii below, then witlive (5) business days of
the applicable Effective Date, the applicable LBnNioee shall deposit
cash and/or provide a letter of credit in a forrasenably acceptable to
Bond Safeguard and otherwise containing the terrmse nspecifically

described on Exhibit Bttached hereto (a “Letter of Crédiin an amount

equal to the cost of the Gap Bonded Work to beopertd after the
Effective Date to be held in a Reimbursement T(astdefined below).
Upon payment by Bond Safeguard for Gap Bonded Werkormed after
the Effective Date and subject to the terms of dpplicable Collateral
Trust Agreement (as defined below), Bond Safegumay immediately
utilize the cash or Letter of Credit to reimburtself for all amounts due

from the LB Nominee in accordance with this parpgra Upon
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completion of the Gap Bonded Work, all remainingstkcaand/or the
original Letter of Credit shall be returned to tti2 Nominee.

il. If the applicable Effective Date has not occurrecbfiFebruary 1,
2012, then within five (5) business days of theliapple Effective Date,
the applicable LB Nominee shall pay Bond Safeguarémount equal to
the amount paid by Bond Safeguard for Gap BondedkVperformed

between February 1, 2012 and the Effective Date antess the LB
Nominee has elected to undertake completion ofabiek as set forth in
clause c.iii. below, it shall deposit cash andfamvpe a Letter of Credit in
an amount equal to the cost of the Gap Bonded Wwrke performed
after the Effective Date to be held in a ReimburseimTlrust. Upon
payment by Bond Safeguard for Gap Bonded Work pexwd after the
Effective Date and subject to the terms of the iapple Collateral Trust
Agreement, Bond Safeguard may immediately use #sh or Letter of
Credit to reimburse itself for all amounts due fréime LB Nominee in

accordance with this paragraph. Upon completiorihef Gap Bonded
Work, all remaining cash and/or the original Lettdr Credit shall be
returned to the LB Nominee.

iii. The LB Nominee may elect, in its sole discretianuhdertake the
completion of any Gap Bonded Work to be performierdhe Effective

Date (“Post-ED Gap Bonded Wdjk If such Post-ED Gap Bonded Work

is to be performed under a contract previously redtento by Bond

Safeguard, then the LB Nominee, as a condition t$o election to
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undertake the completion of such Post-ED Gap Bondéatk, shall

assume Bond Safeguard’s obligations under suchraminfincluding the
payment of any outstanding amounts owed to theicgipé contractor)
and cause Bond Safeguard to be released from &thefu liability

thereunder provided that Bond Safeguard assignso#fllits rights

thereunder to such LB Nominee (including, withoumitation, any
warranties, guarantees, bonds and other collateraécurity provided to
Bond Safeguard).

7. If Bond Safeguard receives a claim from an obligeea Performance Bond after the

Liability Switch Date (each such claim being reéeito as a “New Performance Bond

Claim”), then and in that event, Bond Safeguard shalbdoat an investigation thereof in
accordance with its customary procedures. If B8afeguard determines (and/or it is

ordered by a court) that work must be performedatsfy, in whole or in part, Bond

Safeguard’s obligations under the subject Perfoomd@ond (the “New Bonded Wdbk
then, unless the LB Nominee elects to undertakiopeance of the New Bonded Work
itself in accordance with clause b.iii below, Bobdfeguard shall cause the New Bonded
Work to be performed by contractors reasonably csete by Bond Safeguard and
reasonably approved by Lehman and pursuant to amistrentered into by Bond
Safeguard and reasonably approved by Lehman. Rdyand other agreements between

the parties concerning the New Bonded Work areksis:

a. Bond Safeguard shall give written notice to Lehn(iacluding, after the

Effective Date, the LB Nominee) when a New Perfaroea Bond Claim is
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received and, unless the LB Nominee elects to uakieperformance of the New
Bonded Work itself pursuant to clause b.iii bel@hall advise and consult with
Lehman (including, after the Effective Date, the NBminee) as to the scope of
New Bonded Work to be performed, the solicitatidrmantractors and the cost of
the New Bonded Work. Lehman (including, after thkective Date, the LB
Nominee) may make any suggestions it deems apptepgn this regard and the
selection of the final contractor(s) as well as fitven(s) of the contract(s) to be
entered into by Bond Safeguard with such contréetoshall be subject to
Lehman’s reasonable approval; notwithstanding theve, if Bond Safeguard is
performing the New Bonded Work, to the extent respior mandated by
applicable insurance regulations, Bond Safeguawll sitherwise conduct all
activity undertaken in response to a New PerforrmaBond Claim in its sole
discretion.
b. Except to the extent that it has elected to unllerthe performance of the
applicable New Bonded Work pursuant to clause below, the applicable LB
Nominee shall reimburse Bond Safeguard for the abali New Bonded Work in
accordance with the following procedure:
I. if the applicable Effective Date has occurred asFebruary 1,
2012, then the LB Nominee shall, within five (5)siness days of
the determination of the cost of the New Bonded kyVadeposit
cash and/or provide a Letter of Credit in an amagqual to the
cost of the New Bonded Work to be held in a Reirsborent

Trust. Upon payment by Bond Safeguard for New Boh@/ork
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and subject to the terms of the applicable Coldterrust
Agreement, Bond Safeguard may immediately utilize ¢tash or
Letter of Credit to reimburse itself in full forl@mounts due from
the LB Nominee in accordance with this paragraptipon
completion of the New Bonded Work, all remainingltand/or
the original Letter of Credit shall be returnedhe LB Nominee.

If the applicable Effective Date has not occurrecbfFebruary 1,
2012, then within five (5) business days of theliapple Effective
Date, the LB Nominee shall pay Bond Safeguard aoustnequal
to the cost of New Bonded Work paid to date anshéll deposit
cash and/or provide a Letter of Credit in an amagual to the
cost of the New Bonded Work to be performed atier Effective
Date to be held in a Reimbursement Trust. Uponmasy by
Bond Safeguard for New Bonded Work performed aties
Effective Date and subject to the terms of the iapple Collateral
Trust Agreement, Bond Safeguard may immediateliizatithe
cash or Letter of Credit to reimburse itself fol amounts due
from the LB Nominee in accordance with this pargbra Upon
completion of the New Bonded Work, all remainingltand/or
the original Letter of Credit shall be returnedhe LB Nominee.
The LB Nominee may elect, in its sole discretianuhdertake the
completion of any New Bonded Work to be performé@rathe

Effective Date (“Post-ED New Bonded W&yk If such Post-ED
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New Bonded Work is to be performed under a contemtered
into by Bond Safeguard prior to the Effective Dateen the LB
Nominee, as a condition to its election to undexttle completion
of such Post-ED New Bonded Work, shall assume Bond
Safeguard’s obligations under such contract (inolgdthe
payment of any outstanding amounts owed to the icgipé
contractor) and cause Bond Safeguard to be relefised all
further liability thereunder provided that Bond &gdiard assigns
all of its rights thereunder to such LB Nomineec{uding, without
limitation, any warranties, guarantees, bonds d@hdraollateral or
security provided to Bond Safeguard). If such i3t New
Bonded Work is not provided for under a contradessd into by
Bond Safeguard prior to the Effective Date, them tB Nominee
shall have sole discretion to select the contrégtdo perform the
New Bonded Work, enter into agreements with sucttractor(s),
all in its sole and absolute discretion and withaay consultation
with Bond Safeguard; provided, however, that if lstRost-ED
New Bonded Work has not been contracted for andamsed by
the applicable LB Nominee within the period of timeguired by
the applicable obligee making the New PerformancadBClaim,
then Bond Safeguard, after giving the applicable NBminee
three (3) business days’ written notice during \whicday period

the LB Nominee has failed to contract for and/omotence such

13



Post-ED New Bonded Work, shall have the right totect for
and/or cause such Post-ED New Bonded Work to blenpeed, in
which case Bond Safeguard’s selection of the cotdrés) and the
form of any contract(s) to be entered into by B&adeguard with
such contractor(s) shall be subject to the reaseragiproval of the
applicable LB Nominee. The LB Nominee and Bonde§aérd
shall, to the extent reasonable, work cooperatitelyobtain a
resolution which will result in a release of thewNEerformance
Bond Claim. Notwithstanding the foregoing, if ttas a dispute
between Bond Safeguard and the LB Nominee as ttheher not
Bond Safeguard is required, pursuant to its obbgatunder any
Bonds, to perform any Post-ED New Bonded Work andfto
the nature or extent of such Post-ED New BondedK/éorwith
respect to any other matter relating to the perémoe (or non-
performance) of such Post-ED New Bonded Work, Bond
Safeguard shall have the right to make such detetion if and to
the extent required or mandated by applicable amse
regulations and only after consultation with the NBminee and
after giving the LB Nominee a reasonable opporutot perform
(or cause to be performed) such Post-ED New Bondeulk;
provided, however, that in connection with any sdekermination
by Bond Safeguard, the LB Nominee shall have tilet itio contest

and/or defend against any claim made by Bond Safegtor
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reimbursement under the applicable Settlement Agesa¢ for the
cost of any such Post-ED New Bonded Work.
8. Any cash or Letter of Credit required to be proddey an LB Nominee pursuant to

Sections 6 or 7 above shall be held by Bond Safelguatrust (each, a_ “Reimbursement

Trusf’) pursuant to the terms of a collateral trust agrent substantially in the form of

Exhibit C attached hereto (each, a “Collateral Trust Agragiheolely for the purpose

of reimbursing Bond Safeguard for the cost of arap ®@onded Work or New Bonded

Work paid for by Bond Safeguard.

9. Notwithstanding anything set forth above to thetcmy, if the amount of the Gap
Bonded Work and/or New Bonded Work is not totalgetmined as of the time that the
applicable LB Nominee is required to deposit fundpost a Letter of Credit as set forth
above, then within five (5) business days of thee&ive Date, the LB Nominee shall
post such funds and/or Letter of Credit in an amagual to the known cost(s) of the
Gap Bonded Work and/or New Bonded Work and, in tamldi shall make further
deposits or post additional Letters of Credit witHive (5) business days of such

additional cost(s) being determined.

10. All Bonds issued in respect of a Project shall blessituted or replaced upon the earlier
of (a) the sale, transfer or conveyance of suckeBrto a third party which is unaffiliated

with Lehman (“Third Party Transfer8e (b) the modification, amendment, substitution

or replacement of any subdivision improvement agexg or development agreement
that contemplated or required the issuance of $whds or (c) the applicable LB

Nominee voluntarily initiates development of suchojct by commencing actual
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construction of improvements that (i) are being enguursuant to the development
agreement and/or subdivision improvement agreemgplicable to the Project, and (ii)

are not improvements that have been demanded be Inyaahy obligee on any Bonds or
which are being made solely to address, mitigateespond to any life/safety issues or
public nuisances or hazards. Bond Safeguard bhak no obligation to issue new or
additional surety bonds for the benefit of the LBriNnee or any successor owner of the
Project. Each LB Nominee shall agree to includey applicable sale and purchase
agreement for the sale, transfer or conveyancésd®roject to a Third Party Transferee
an express condition to such sale, transfer or eyganvce that the Third Party Transferee
substitute or replace, or cause to be substitutecmaced, all outstanding Bonds for

such Project on the closing date of any such salesfer or conveyance.

11. Each and every LB Nominee obligation, including bat limited to the payment of each
LB Nominee’s reimbursement obligations to Bond §ated, will be guaranteed by

LBHI pursuant to the form of guarantee/indemnityesmgnent attached hereto_as Exhibit

D.

12.  On the applicable Effective Date, Bond Safeguarall dhansfer and assign all claims
which have been assigned to Bond Safeguard by dinel Elaimants in connection with
or pertaining to Settled Claims (as reflected an@haims Chart as of the Effective Date)
(the claims so assigned to Bond Safeguard beingatively referred to herein as the

“Bonded Claim¥) to Lehman or its designee, such assignment bgdBSafeguard to

Lehman or its designee of the Bonded Claims tade &nd clear of any rights, interests

and claims of any of the Bond Claimants or any ofperson. Bond Safeguard will
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waive any further rights it may have in respectited Bonded Claims and waive any
payment to Bond Safeguard under the applicable idlaaspect of the Bonded Claims
and the corresponding claims of Bond Safeguardnagdahe Project Owners. Bond
Safeguard, thereby, will agree to accept less &hertreatment for such claims than
other holders of similar claims will receive undbe applicable Plan. Lehman and its
affiliates (including the LB Nominees) will alsocesve a release from Bond Safeguard
with respect to the Bonded Claims. Bond Safegwualidepresent to Lehman that, as of
the applicable Effective Date, (a) Bond Safeguarthé owner and holder of the Bonded
Claims, free and clear of any rights, interestxlarms of the Bond Claimants or any
other person, and (b) no Gap Bond Claims or NewdBolaims exist except those which

have been disclosed to Lehman in writing prioth® applicable Effective Date.

13.  The parties acknowledge that a demand has beenlyate City of Palmdale on certain
Bonds relating to the Ritter Ranch Project for mégation of hazardous conditions and
the completion of certain other improvements wibkpect to Elizabeth Lake Road (the
“ELR Work”) and that City of Palmdale and Bond Safeguardehawtered into a
settlement agreement, effective as of February208}1, with respect to the ELR Work

(the “ELR Settlemeri}, a true and correct copy of which has been mtedito Lehman.

Bond Safeguard estimates that the ELR Work willt @proximately $1.6 million but

such amount will not be known until design docurseare completed and the ELR Work
has been submitted for bid. The applicable LB Nwaitaking title to the Ritter Ranch
Project shall reimburse Bond Safeguard for a portod any expenditures actually

incurred and paid by Bond Safeguard in respech@fELR Work in an amount equal to
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the lesser of (a) one-half of the aggregate amofistich expenditures or (b) $800,000

(such lesser amount being referred to herein as’'Bh& Reimbursement Amouijt

Bond Safeguard shall have no administrative or rott@m against the Ritter Ranch
Debtor or otherwise be entitled to any distributiomder the VD Plan in respect of or
arising from the ELR Work and, other than the ddtiign to pay the ELR Reimbursement
Amount as provided above, Lehman shall have nogattn to reimburse Bond
Safeguard for the cost of any ELR Work. Bond Sa#ed will promptly provide
Lehman with copies of any documents, correspondandeother materials relating to the

ELR Settlement.

14. The parties acknowledge that a demand has been madee City of Beaumont on
certain Bonds relating to the Heartland Projectdompletion of a certain road (Portreo

Road) by the City of Beaumont (the “Heartland CIgim Bond Safeguard has been

advised by the City of Beaumont that the estimatest of completion of such road is
approximately $900,000. Bond Safeguard is in tloegss of investigating the Heartland
Claim to determine if valid defenses exist or ifflcSafeguard is legally obligated to pay
the Heartland Claim. In the event that Bond Sadeddetermines that the Heartland
Claim is a valid claim and/or determines (or itdistermined) that Bond Safeguard is
legally obligated to pay the Heartland Claim (oy aortion thereof), the applicable LB

Nominee taking title to the Heartland Project shalimburse Bond Safeguard for a
portion of any expenditures actually incurred aagpr any amount otherwise paid by
Bond Safeguard in respect of the Heartland Claimnramount equal to the lesser of (a)

one-half of the aggregate amount of such experaditar payments or (b) $450,000 (such
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lesser amount being referred to herein as the ‘tear Reimbursement Amouint

Bond Safeguard shall have no administrative orrotleem against the Heartland Debtor
or otherwise be entitled to any distribution unttee TD Plan in respect of or arising
from the Heartland Claim and, other than the oliliga to pay the Heartland
Reimbursement Amount as provided above, Lehmanl dkmle no obligation to
reimburse Bond Safeguard for any amount paid bydBSafeguard in respect of the
Heartland Claim. Bond Safeguard will promptly poes Lehman with copies of any

documents, correspondence and other materialsngetatthe Heartland Claim.

15. All rights and claims that Bond Safeguard has ol rhave against (a) the Project
Owners, or (b) SCC Acquisitions, LLC, Bruce and h§aElieff and/or the other SunCal
principals and entities who may be liable to Borafe§uard under various indemnity

agreements (collectively, the “Bond Indemnitpr$or amounts paid by Bond Safeguard

to claimants that have made demands for paymepérdormance under the Bonds, will
be assigned by Bond Safeguard to Lehman (or itgnkes) on the applicable Effective
Date. The parties acknowledge that an action e tbrought by Bond Safeguard
against the Bond Indemnitors which relates to kbth Bonds and other surety bonds
issued by Bond Safeguard with respect to projettterahan the Projects (the “Pending
Action”). To the extent that the Pending Action is ntteswise resolved through the
entry of an Indemnity Judgment (as defined below)cty, as of the Effective Date, is
final and unappealable, the parties agree that thidlyendeavor, in good faith, to

negotiate a co-plaintiff or other arrangement tvatuld enable each to prosecute its

respective claims against the Bond Indemnitorh@&Rending Action without impairing
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the rights of the other party. Absent such agregmi® the extent possible, Bond
Safeguard will take all necessary action to sepatfzt portion of the Pending Action
relating to the Bonds from the other portions @ Bending Action and assign its rights
with respect to the portion relating to the Bondslehman (or its designee). In
furtherance of the foregoing, Bond Safeguard wikk@ite and deliver any stipulations,
pleadings or other documents reasonably requestéefman in order to effectuate the
addition (or substitution, if necessary) of Lehnfanits designee) as a party plaintiff in
the Pending Action on the applicable Effective Dallea judgment against one or more
of the Bond Indemnitors is obtained by Bond Safeguyarior to the Effective Date

(collectively, an “Indemnity Judgmént then Bond Safeguard shall assign to Lehman (or

its designee) that portion of the Indemnity Judgiatributable to losses incurred by
Bond Safeguard (and any corresponding attorneys ieterest, costs and expenses) with

respect to the Bonds.

16. To the extent not otherwise assigned to Lehmartherapplicable Effective Date, Bond
Safeguard will dismiss and release all claims ityrhave or may have acquired by
assignment, subrogation or otherwise against tbpp&@rOwners and the other debtors in
the SunCal chapter 11 cases being jointly admi@dtender Case No. 8:08-bk-17206-
ES (collectively, the “Debtof¥ (except any claims against SJD Partners, LtdSumCal
Century City, LLC and any liquidated, non-contingelaims against North Orange Del
Rio Land, LLC, and any claims against any othertDetith respect to whom a Plan has
not been confirmed by Lehman which claims ariseelgofrom Bonds issued for the

benefit of such Debtor or its Project (collectivelype “Excluded Debtor Clairig
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17.

18.

19.

including, without limitation, claims for guaranand indemnity liability arising from the
Bonds, and release Lehman from all claims arisioghfor with respect to the Projects,
the Bonds, the Project Owners or any of the othelotdrs or their respective projects
(except the Excluded Debtor Claims) other than ealayms arising from Lehman’s
obligations under the Settlement Agreements or wadg other documents executed and

delivered in connection therewith.

Bond Safeguard will cooperate with Lehman in prowd information as may be
requested by Lehman in connection with or in furdinee of Lehman’s negotiations with
the public bodies regarding the scope of improvamémcomply with the requirements

of the Projects or the modifications of the exigtiequirements.

To the extent the description in the Plans of te#li8g Bond Issuer Agreements (as
defined in the Plans) is inconsistent with the tgroonditions and agreements set forth in
the Settlement Agreements, the Settlement Agreesmsdrall control and Lehman shall
amend the Plans to the extent necessary to makdes@iption of the Settling Bond

Issuer Agreements consistent with the actual et Agreements.

The parties acknowledge that at the time of exeoutif the Settlement Agreements, the
LB Nominees may not yet have been formed and mayea@arties to the Settlement
Agreements. If the LB Nominees are not initiallgriges to the respective Settlement
Agreements, the Settlement Agreements will protige Lehman will cause each of the
LB Nominees to execute and deliver an amendmenthé applicable Settlement
Agreement pursuant to which such LB Nominee agteese bound by all terms and

provisions of the applicable Settlement Agreemet t assume all obligations of such
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20.

LB Nominee thereunder to the extent applicableutthd B Nominee. Unless, and until
such time as, an LB Nominee is, or becomes, a partthe applicable Settlement
Agreement, LBHI shall be principally and directlybligated for all of such LB

Nominee’s obligations under such Settlement Agregme

Nothing contained herein shall be deemed or coadtas an admission or concession
with respect to the underlying rights and claimghef parties or any defenses thereto or

be admissible or discoverable. All parties resatVeights and waive none.

This Term Sheet shall be binding upon the partezgtb insofar as the parties shall be
obligated to proceed in good faith and as expeasitioas possible to finalize, execute
and deliver the Settlement Agreements which theraselshall be subject to the
Settlement Effectiveness Condition and any otherditions expressly provided for
therein. Notwithstanding the foregoing, any oltiga of Lehman hereunder shall be

subject to the approval of the Lehman bankrupteytco

This Term Sheet may be executed in any number witeoparts, each of which shall be
deemed an original and all of which together slahstitute one and the same
instrument.  Signatures delivered by facsimile gr émail in PDF shall constitute

originals for all purposes.

[SIGNATURES ON THE FOLLOWING PAGE]
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LEHMAN BROTEERS HOLINNGS INC.,

as deblor and delstor in possession in its Chapter
1, eawiee s e United States Bandrupdey Cout
for the Southern Diswrict of Mew York, Cose X,
PR-13335 {“{F}

sa}*' 5‘ 'fi{ﬁﬁ f’/{u"y M d
Mame Phi ;(!C })aw‘-\—

ﬂﬂi& AML ‘;\%0 m’mr-ﬁ
Date: Beprember 26, EBH

DONE SAFEGUARD INSURAMCE COMPANY

B
eame;

Title:

idater Reoptemiber 2014

......

LEXON INSURANCE COMPANY

By
Mame:

Tithe:

Trate: September 2011

T, ACTRVI SR SR B S50 I3



LEHMAN BROTHERS HOLDINGS INC,,

as debtor and debtor in possession in its Chapter
11 case in the United States Bankruptcy Court
for the Southern District of New York, Case No.
08-13555 (JMP)

By:
Name:

Title:

Date: September _ , 2011

BOND SAFEGUARD INSURANCE COMPANY

WME Campbe(l/
l

(T itle:  President
Date: September 23, 201

LEXON INSURANCE COMPANY

Name<G5avid E. Campbell

Title:  President
Date: September23, 2011
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| nvoluntary Debtors

EXHIBIT A

Claims Chart

| SunCal PSV, LLC 8:08-17465 ES (Palm Springs Village/Avalon)

Date Bond No. | Bond Amount | Claimants Name Claim Amount Comments
Claim
Received
1/10/2008 | 5025381| $1,132,400.00Nissho of California $909,986.96 Judgment rendegainst Bond Safeguard for
$ 566,200.00 $1,041,148.55, plus interest and costs from Januar
2008. On appeal.
5/16/2008 | 5025381| $1,132,400.00Pacific Masonry Walls| $314,061.23 Request for dssali with prejudice filed 11/11/2010Q.
$ 566,200.00
7/24/2008 | 5025381 $1,132,400.000range County $29,638.75 Case dismissed with prejudice 11/5/2008.
$ 566,200.00 | Striping Services
6/23/2008 | 50253751 $17 million +| Brudvik, Inc. $44,468.00 for allCase dismissed without prejudice 4/22/2010.
5025381 | for all bonds bonds
5025383
5025394
5/6/2008 Unknown| Unknown White’s Steel, Inc. $32 &5 Request for dismissal with prejudice filed/2(8.0.
7/7/2008 50253754 $17 million +| R&D Concrete, Inc. $92,940.80 for alBettled. Bond Safeguard paid $2,000.00.
5025381 | for all bonds bonds
5025383
5025394
12/17/07 50253754 $3,270,904.00| Desert Pipeline $364,865.93 for| Settled. Bond Safeguard paid $500,000.00.
5025381 | $3,112,700.00 all bonds
5025383
5025394
4/17/2008 | 50253754 $17 million +| Schilling Corp. $638,214.17 for | Request for dismissal without prejudice filed 3(242.
5025381 | for all bonds all bonds
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| SunCal PSV, LLC 8:08-17465 ES (Palm Springs Village/Avalon)

7/22/2008 | 5025376| $3,525,150.00 West Coast R&R, In$336,644.00 Litigation pending.
11/3/2008 | 5025375 $3,270,904.00MSA Consulting $652,431.01 Settled. Bond Safegpaid $165,000.00.
$1,635,452.00
8/13/2009 | 5025394 Unknown RMF Construction $ 58,68 Case dismissed without prejudice 1/8/2010.
4/17/2008 | 5025378| $4,070,000.00So-Cal Sweepers, LLC  $36,280.00 Case dismisseauiitirejudice 4/1/2010.
$2,035,000.00
2127108 5025381 | $1,132,400.00GroWest Nurseries $30,043.29 Claim denied.
$566,200.00
| LB/L-SunCal Oak Valley, LLC 8:08-17404 ES (Oak Valley)
Date Bond No. | Bond Amount | Claimants Name Claim Amount Comments
Claim
Received
5/6/2009 | 5014543+$311,432.00 +| TC Construction $327,162.70 for | Claims denied 5/14/2010.
5014553 | (Amount of all | Company, Inc. all bonds
5024786 | bonds
5026528 | unknown)
11/17/2010 Unknown | Unknown TC Construction $2,300,571.88 Lawsuit makes claims against Oakeyalhd
Company, Inc. Summerwind Ranch projects. Discovery will be
required to determine what bonds/projects are
involved and any possible liability.
6/27/2008 | 5014552| $2,146,407.15 Hillcrest Contragti | $136,567.43 Settled. Bond Safeguard paid $160,00h6ludes
Inc. interest and attorneys’ fees.
11/21/08 5024786| $869,060.18 Kip Incorporated $83.50 Settled. Bond Safeguard paid $15,000.00.

(BSIC's records
say $195,345.10
but demand ltr
received from Ted
Donohue says
above amount)
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[ LB/L-SunCal Oak Valley, LLC 8:08-17404 ES (Oak Valley)

4/17/2009 | 5014543 $4 million + | Elite Bobcat $64,025.00 Breach of Contract ActiSattled. Bond Safeguard
5014549- | for all bonds paid $40,000.00.
5014552
4/17/2009 | 5014543 $4 million + | Elite Bobcat $45,000.00 Mechanics’ Lien Action. Ealssmissed without
5014549- | for all bonds prejudice 1/21/2011.
5014552
| DdtaCovesVenture, LLC 8:08-17470 ES (Delta Coves)
Date Bond No. | Bond Amount | Claimants Name Claim Amount Comments
Claim
Received
12/2/2008 | 5024785| $5,012,000.00 Contra Costa Ceunt$700,000.00 Claim pending. County has been siianes
Public Works Dept. September 20009.
| SunCal Heartland, LLC 8:08-17407 ES (Heartland)
Date Bond No. | Bond Amount | Claimants Name Claim Amount Comments
Claim
Received
11/21/08 5029542 | $2,891,000.00 Kip Incorporated 9FAR .97 Settled. Bond Safeguard paid $290,000.00.
(BSIC’s records
say $393,739.00
but demand Itr
received from
Ted Donohue
says above
amount)
10/1/10 5029533 | $641,700.00 | City of Beaumont Unknown Claim under investigation.
5029529 | for both bonds
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Voluntary Debtors

| SuncCal Bickford Ranch, LL C 8:08-17231 ES (Bickford Ranch)

Date Bond No. | Bond Amount | Claimants Name Claim Amount Comments
Claim
Received
6/2/2008 5024793| $327,548.00 Marques Pipeline, [1$330,118.00 Settled. Bond Safeguard paid $5,000.00
| PalmdaleHills Property, LL C 8:08-17206 ES (Ritter Ranch)
Date Bond No. | Bond Amount | Claimants Name Claim Amount Comments
Claim
Received
1/16/2008 | 5020969| $10 million +| City of Palmdale None Specified A settlement anchgletion agreement was entered into
5020971 - for all bonds between the City & Bond Safeguard under which Bond
5020973 Safeguard paid the City $127,000.00 as reimbursemen
5026507 for attorneys’ fees, costs and expenses and $1286%
reimbursement for repair work the City had to utalex
following wildfire damage. In addition, Bond Sategd
paid $30,007.56 to Engineering Solutions to correct
emergency erosion control issues on the project.
The claim is still pending for the completion work.
Estimated cost to complete Elizabeth Lake RoadéBas
is $1.2 million.
2/8/08 5020971- $14 million +| Professional Pipeline | $2,156,081.30 | SunCal tendered defense. Settled by Radco — details
5020973 | for all bonds | Contractors, Inc. for all bonds unknown.
5024772
5025395
5026507
5026525
5026530
5026546
5029502
5029503
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[ Palmdale Hills Property, LL C 8:08-17206 ES (Ritter Ranch)

7/23/08 5029502 | $684,150.00 The Masonry Group FE&R662 SunCal tendered defense. Settled by Radeta#s
unknown.
3/4/08 5020972 $6 million +| Samrod Corporation Unknown SunCal tendered def&eled by Radco — details
5020973 | for all bonds unknown.
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EXHIBIT B

Terms of Letter of Credit

Form of Letter of Credit: Irrevocable, unconditigretandby letter of credit
issued by a commercial bank reasonably acceptable
to Bond Safeguard

Beneficiary: Bond Safeguard, as trustee underlateodl trust
agreement
Stated Amount: Aggregate cost of Gap Bonded WorKew Bonded

Work (whichever is applicable) to be performed afte
the applicable Effective Date pursuant to binding
contract(s) with contractor(s) retained to perform
such work

Expiry Date: Guaranteed completion date under biodi
contract(s) or, if no guaranteed completion date, a
completion date reasonably estimated by Bond
Safeguard, with respect to the Gap Bonded Work or
New Bonded Work, as applicable, plus 30 days

Draw Requirements: Upon presentation by benefidiaigsuing bank of a
draw certificate in form to be agreed upon or as
otherwise prescribed by the issuing bank but which
shall not otherwise require the delivery of any
documents to the issuing bank other than the draw
certificate itself

Transferability Letter of Credit shall not be tréarable nor shall any
proceeds from the Letter of Credit be assignable to
any person without prior written consent of Bond
Safeguard and LB Nominee

Renewal of LOC: Unless (i) all Gap Bonded Work @w\Bonded
Work, as applicable, for which the Letter of Credit
was issued has been completed and fully paid for by
Bond Safeguard, and (ii) Bond Safeguard has been
fully reimbursed for payments made by Bond
Safeguard in respect of such work, all prior to the
30th day preceding the Expiry Date, then the LB
Nominee shall cause the Letter of Credit to be
extended by 30 days (by no later than 30 days prior
to the Expiry Date), failing which Bond Safeguard
may direct the trustee of the Reimbursement Trust t
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draw upon the remaining amount available under the
Letter of Credit and deposit the proceeds of such
draw into the Reimbursement Trust

Conditions to Draw: As prescribed under the terith® Collateral Trust
Agreement.
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EXHIBIT C

Form of Collateral Trust Agreement

COLLATERAL TRUST AGREEMENT

ThisCOLLATERAL TRUST AGREEMENT (“Agreement) is dated as of the | |
day of [ ], 201[ ] and is entered ineédween [NAME OF LB NOMINEE], a
[ ] (‘LB Nominégand BOND SAFEGUARD INSURANCE COMPANY, an
lllinois corporation, both in its capacity as ttesuer of the Bonds (as hereinafter defined) (the
“Surety’) and as trustee hereunder (the “TruStedll initially capitalized terms used but not
otherwise defined herein shall have the respectieanings ascribed thereto in the Settlement
Agreement (as hereinafter defined).

RECITALS

WHEREAS, the LB Nominee and the Surety, amongreth&e parties to that certain
Settlement Agreement, dated as of | |, Z0TEL“Settlement Agreeméitrelating, in
part, to [that] [those] certain surety bond[s] sduy the Surety and more particularly described
on Exhibit Aattached hereto (the “Borijlsand

WHEREAS, a demand has been made on the Bond[sih&yobligee thereof for
performance by the Surety of the work more pargéiduldescribed on Exhibit Bttached hereto
(collectively, the “Bonded Wofk and the Surety is prepared to perform and cotepthe
Bonded Work in accordance with its obligations urttie Bond[s];

WHEREAS, the Surety is prepared to retain [NAME Q@BONTRACTOR[S]] (the
“Contractor[s]) to perform the Bonded Work pursuant to the teemd provisions and subject to
the conditions set forth in [that] [those] cert@iontract[s] and agreement[s] more particularly
described on Exhibit @ttached hereto (the “Bonded Work Contrat}{s]

WHEREAS, the aggregate [maximum] [estimated] coktall Bonded Work to be
performed by the Contractor[s] pursuant to the BwhdVork Contracts is $ (the
“Bonded Work Cost Amoufy;

WHEREAS, as provided under the terms of the Setlg Agreement, the LB Nominee
is required to deposit with the Trustee, to be ligldhe Trustee in the Reimbursement Trust (as
hereinafter defined), an amount equal to the BonWéatk Cost Amount to provide for
reimbursement to the Surety of amounts actuallyl i the Surety to the Contractor[s] for
performance of the Bonded Work (the “Bonded Workniteirsement Obligatiofis

WHEREAS, in satisfaction of its obligations undbe Settlement Agreement, the LB
Nominee desires to deposit [cash] [and] [a LettérCoedit] in the [stated] amount of
$ (the_“Original Trust Prop€rgnd, together with any Additional Trust Propefag
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hereinafter defined), the_“Trust Propéjtynto the Reimbursement Trust to be held by the
Trustee and to be disbursed by the Trustee in daoce with the terms of this Agreement.

AGREEMENT
NOW THEREFORE, the LB Nominee, Trustee and Suretghy agree as follows:

ARTICLE |
(CREATION OF TRUST)

1.1 Declaration of Trust.The LB Nominee hereby delivers the Trust Propéotyhe
Trustee, in trust, to be held and disbursed up@ntémms and conditions set forth in this
Agreement. The trust created hereby shall beregfeto as the “Reimbursement TrlstAll
Trust Property comprised of cash shall be depositedthat certain account more particularly
described on Exhibit ttached hereto in the name of the Trustee it toughe benefit of the
LB Nominee and the Surety pursuant to this Colit&rust Agreement (the “Cash Accotnt
For purposes of this Agreement, “Cash Trust Prgpesthall mean any and all cash deposited
into the Cash Account and all interest earned trerand “LOC Trust Properityhall mean any
Letter of Credit delivered to the Trustee, as biereely thereof, to be held by the Trustee and
drawn upon as provided in this Agreement.

1.2 Acceptance of TrustThe Trustee hereby accepts the Trust Propeitiyigt pursuant
to the terms of this Agreement, and agrees to famdjinister and distribute the Trust Property
strictly in accordance with the terms of this Agremt.

ARTICLE I
(DUTIESOF THE TRUSTEE)

2.1 Retention and Disbursement of Trust Propeitye Trustee shall hold the Trust
Property and disburse the same as follows:

€)) Upon the Trustee’s and LB Nominee’s receipt of t@rit confirmation
from the Surety that a payment has been made b$uhety to [the] [a] Contractor for
amounts due to such Contractor in respect of Bondémtk performed by such
Contractor (a “Contractor Payménttogether with (i) copies of any invoices, bjlls
statements or requests for payment from such Gzotrand a certification from the
Surety that all applicable Bonded Work has beefopmed in accordance with the terms
of the applicable Bonded Work Contract (“*CompleW®drk”) and that the obligee under
the applicable Bonds has approved such Completerk,Wi0 a check or evidence of
wire transfer evidencing the Surety’s payment i éimount of the Contractor Payment,
and (iii) copies of executed lien waivers from suClntractor for the applicable
Completed Work (the foregoing items described musks (i) through (iii), inclusive,
being collectively referred to as "Reimbursementi&gp Documenty, the LB Nominee
shall confirm in writing to the Trustee that all iRbursement Backup Documents have
been provided to the LB Nominee. Upon its receipsuch written confirmation from
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the LB Nominee, the Trustee shall disburse an ameguoal to the amount of the
Contractor Payment to the Surety, first from anglCarust Property and then from the
proceeds of a draw under any LOC Trust Property @rdirm such disbursement in
writing to the LB Nominee; provided, however, tlifathere is no response from the LB
Nominee within two (2) Business Days following th& Nominee’s receipt of all
Reimbursement Backup Documents, the Surety shedl thee right to require the Trustee
to make a disbursement to the Surety as providedeaupon certification from the
Surety that all Reimbursement Backup Documents avact been provided to the LB
Nominee but that the LB Nominee has not respondiétinvtwo (2) Business Days of
such receipt by the LB Nominee) subject to the LBmiihee’s right to review the
Reimbursement Backup Documents and either confimdeny that all required
Reimbursement Backup Documents have in fact bemridad to the LB Nominee and if
denied, the Surety shall either provide any reqeedbcuments to the LB Nominee (to
the extent the same are Reimbursement Backup Dadg)ner, if the parties are in
dispute as to whether or not the required Reiminuese Backup Documents have in fact
been provided to the LB Nominee, return the disbment paid to the Surety back to the
Trustee pending resolution of any such dispute.

(b)  With respect to any draw to be made by the Trusteger a Letter of
Credit as provided in Section 2.1(a), such drawl sleamade by presentment of a draw
certificate in the form prescribed by the LetteGoédit.

(© If, by the thirtieth (30th) day prior to the expgicn date of any Letter of
Credit comprising LOC Trust Property held by thestee (an “LOC Expiry Date such
LOC Expiry Date has not otherwise been extendedtdgast thirty (30) days from the
current LOC Expiry Date and, as of such date, teenRursement Trust Termination
Date (as hereinafter defined) has not yet occutresh, upon the written direction of the
Surety, the Trustee shall draw upon all undrawn wart®available under such Letter of
Credit and deposit the proceeds thereof into theh@eccount. All such amounts shall
thereafter be deemed to be Cash Trust Propertyshall be held and disbursed as
provided in this Agreement with respect to CashsTRroperty.

(d) Within two (2) Business Days following receipt ofagitten confirmation
from the Surety and the LB Nominee that all Bond&drk has been completed, all
Contractors have been fully paid, and the Suretybdeen reimbursed for all Contractor
Payments (the date of Trustee’s receipt of sucttemriacknowledgement being referred
to herein as the "Reimbursement Trust Terminatiatel), all Trust Property remaining
in the Reimbursement Trust, including all Cash TRi®perty in the Cash Account and
the originals of any Letters of Credit comprisin@C Trust Property, shall be disbursed
to the LB Nominee.

2.2Monthly Statements The Trustee shall deliver to the LB Nominee &wety a
monthly statement with respect to any Cash Trusbp&ity and a written statement
acknowledging and confirming the amounts availatde drawing under any LOC Trust
Property.
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2.3 Additional Trust Property If and to the extent that the LB Nominee is iesql
pursuant to the terms of the Settlement Agreemmmteposit with the Trustee additional cash
and/or a Letter of Credit in respect of the Bonti¢aork (the “Additional Trust Property, upon
receipt of such Additional Trust Property, the Tegsshall accept the same and hereby agrees
hold and disburse such Additional Trust Propertprasided herein.

ARTICLE 111
POWERSOF THE TRUSTEE

3.1 Powers.

(@) The Trustee shall have the power to take any ahdcéibns as in the
judgment of the Trustee is necessary or convemgefacilitate the discharge of its duties
hereunder, including but not limited to, each poerpressly granted in subsection (b)
below and any power reasonably identical thereto.

(b)  Without limiting the generality of subsection (d)oae, the Trustee shall
have the following powers:

@) To withdraw and/or draw upon the Trust Propertyaoportion
thereof, and deliver the cash proceeds theredfaurety, the LB
Nominee or itself, in accordance with Section 2r13d (b)(ii) of
this Agreement, as the case may be.

(i.)  To reimburse itself, from the Trust Property or@tn thereof,
for costs and expenses reasonably incurred, ingudihe
reasonable fees and expenses of counsel in thd adeite of
counsel is sought as provided in Section 5.2 &f Agreement, in
connection with carrying out its duties set fomhthis Agreement,
provided, however, the LB Nominee’s consent shallréquired
for any reimbursement of such costs and expenséshvexceed

9 | in the aggregate.

ARTICLE IV
RELIANCE BY TRUSTEE

4.1 General RelianceThe Trustee may rely, and shall be fully protddteacting upon
any resolution, statement, certificate, instrumepinion, report, notice request, consent, order,
bond or other paper or document which it in goathfdoes not believe to be other than genuine
and to have been signed or presented by the ppmpéy or parties or, in the case of cables,
telecopies and telexes, to have been sent by tpepparty or parties.
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ARTICLEV
LIMITATIONONLIABILITY: ADVICE OF COUNSEL

5.1 Limitation of Liability. The Trustee shall not be liable for any act donstep taken
or omitted by it except to the extent that any @ciobmission constitutes gross negligence or
willful misconduct.

5.2 Advice of Counsel.The Trustee may consult with, and obtain advrcenflegal
counsel in the event of any dispute or questiotbake construction of any of the provision of
this Agreement or its duties under this Agreemant it shall incur no liability and be fully
protected in acting in good faith in accordancenwiite advice of such counsel.

5.3 Duties of Trustee The Trustee (in such capacity) undertakes téoparonly such
duties and obligations as are expressly set fathih and no other duties or obligations shall be
read into this Agreement against Trustee.

ARTICLE VI
TERMINATION

6.1 Termination. This Agreement shall terminate upon the delivefyany remaining
Trust Property to the LB Nominee in accordance \8éction 2.1(d) of this Agreement.

ARTICLE VII
MISCELLANEQOUS

7.1 Notices. All notices, requests or other communicationsun@gl or permitted to be
made under this Agreement shall be in writing aelivdred at the address designated below, or
sent by telecopy pursuant to the instructions didtelow, or by United States first class mail
with postage prepaid or by nationally recognize@roight air courier service, addressed as
follows, or to such other address or addressesagshereafter be furnished by the LB Nominee
or the Surety to the Trustee or by the TrusteéhéoliB Nominee or the Surety in compliance
with the terms hereof:

To the Trustee:

Bond Safeguard Insurance Company
256 Jackson Meadow Drive, Suite 201
Hermitage, TN 37076

Attn: David Campbell, President

Tel.: (615) 250-3043

Fax (615) 250-3044
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To the Surety:

Bond Safeguard Insurance Company
256 Jackson Meadow Drive, Suite 201
Hermitage, TN 37076

Attn: David Campbell, President

Tel.: (615) 250-3043

Fax (615) 250-3044

To the LB Nominee:

[NAME OF LB NOMINEE]

Attn:
Tel.:
Fax:

In case of notice given by mail, notice shall berded given and received on the fifth calendar
day after posting; in case of notice given by nadlty recognized overnight air courier service,
notice shall be deemed given and received on tl@iong business day after posting; and in the
case of notice by telecopier or hand delivery, loa date of actual transmission or personal
delivery, as the case may be.

7.2 Entire Agreement; AmendmentsThis Agreement contains the entire agreement
between the parties hereto with respect to theestibpatter hereof and supersedes any and all
prior agreements and understandings relating tb subject matter. This Agreement may not
amended or modified except in writing signed byltBeNominee, Surety and Trustee.

7.3 Severability. Should any provision of this Agreement be detasdi to be
unenforceable, such determination shall in no vrayt br affect the enforceability and operative
effect of any and all other provisions of this Agmeent.

7.4 Governing Law. This Agreement and all claims or causes of actighether in
contract or tort) that may be based upon, arise abubr relate to this Agreement, or the
negotiation, execution or performance of this Agreat (including any claim or cause of action
based upon, arising out of or related to any regrsion or warranty made in or in connection
with this Agreement or as an inducement to entéo ihis Agreement or any matters of
construction, validity and performance relatingtits Agreement and the obligations arising
hereunder), shall be governed by, and construaddardance with, the internal laws of the State
of New York.

7.5 Consent to JurisdictionThe Trustee, Surety and LB Nominee hereby irralbc
submit to the nonexclusive jurisdiction of any WwitStates Federal or New York State court
sitting in New York County, New York in any actiam proceeding arising out of or relating to
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this Agreement, and the Trustee, Surety and LB Memihereby irrevocably agree that all
claims in respect of such action or proceeding b@yeard and determined in any such United
States Federal or New York State court and thet@eusSurety and LB Nominee hereby waive
any objection, including, without limitation, anypjection to the venue or based on the grounds
of forum non convenienwhich it may now or hereafter have to bringingaofy such action or
proceeding in such respective jurisdictions. Amethod of service, the Trustee, Surety and LB
Nominee also irrevocably consent to the servicarof and all process in any such action or
proceeding brought in any court in or of the StaftdNew York by delivery of copies of such
process to the Trustee, Surety or the LB Nominseagmplicable, at its address specified in
Section 7.1 or by certified mail direct to such @3$d, such service to be effective upon such
delivery or five (5) days after such mailing.

7.6 CounterpartsThis Agreement may be executed in one or morateoparts, each of
which shall be deemed an original and all of whebhll constitute one and the same instrument.

7.7 Successors and Assignghis Agreement shall inure to the benefit of suecessors
and assigns of the Trustee, Surety and LB Nomindeshall be binding upon the successors and
assigns of the Trustee, Surety and LB Nominee.p&tty hereunder may assign any of its rights
or obligations hereunder without the prior writ@msent of the other parties hereto, which may
be withheld in each party’s sole and absolute digmn.

7.8 Parties in InteresiNothing in this Agreement, express or impliedintended to
confer any rights or remedies under or by reasahisfAgreement on any person other than the
parties hereto and their respective permitted |sore and permitted assigns.

7.9 Descriptive Headings; Exhibits and Schedul@ke captions in this Agreement are
for convenience of reference only and shall notndebr limit the provisions hereof. All
exhibits, schedules, annexes and appendices attaui referred to in this Agreement are
hereby incorporated herein as if fully set forththis Agreement.

7.10 Further Assurances; Time of Essendd any time and from time to time, upon
request of any party hereto, the other parties tbeshall provide such further executed
documents which are necessary to effectuate oreimgaht the objectives and purposes of this
Agreement. Time is of the essence of this Agred¢raed of each provision hereof in which time
is an element.

7.11 Interpretation This Agreement has been prepared with the catiperof counsel
for each of the parties, and shall not be constageanst any particular party as its drafter.

7.12 WAIVER OF JURY TRIAL TRUSTEE, SURETY AND LB NOMINEE
HEREBY KNOWINGLY, VOLUNTARILY, UNCONDITIONALLY, IRREVOCABLY AND
INTENTIONALLY FOREVER WAIVE ANY RIGHT EACH MAY HAVE TO TRIAL BY
JURY IN RESPECT OF ANY LITIGATION BASED ON, OR ARISG OUT OF, UNDER
OR IN CONNECTION WITH, THIS AGREEMENT, OR ANY COURS OF CONDUCT,
COURSE OF DEALING, STATEMENTS (WHETHER VERBAL OR WRTEN) OR
ACTION OF ANY PERSON OR ANY EXERCISE BY ANY PARTY B THEIR
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RESPECTIVE RIGHTS UNDER THIS AGREEMENT (INCLUDING,WITHOUT
LIMITATION, ANY ACTION TO RESCIND OR CANCEL THIS AGREEMENT OR ANY
CLAIMS OR DEFENSES ASSERTING THAT THIS AGREEMENT WAFRAUDULENTLY
INDUCED OR IS OTHERWISE VOID OR VOIDABLE).

[SIGNATURES ON FOLLOWING PAGE

US_ACTIVE:\43615857\12\58399.0008 C-8



IN WITNESS WHEREOF, the parties hereto have exettitess Agreement as of the day and

year first above written.
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TRUSTEE:

BOND SAFEGUARD INSURANCE COMPANY,
an lllinois corporation

By:
Name:
Title:

SURETY:

BOND SAFEGUARD INSURANCE COMPANY,
an lllinois corporation

By:
Name:
Title:

LB NOMINEE:

[NAME OF LB NOMINEE]
al ]

By:
Name:
Title:
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EXHIBIT A
BONDS

[TO BE PROVIDED]
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EXHIBIT B
BONDED WORK

[TO BE PROVIDED]
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EXHIBIT C
BONDED WORK CONTRACTI[S]

[TO BE PROVIDED]
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EXHIBIT D
CASH ACCOUNT

[TO BE PROVIDED]
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EXHIBIT D

Form of Guarantee/Indemnity Agreement

GUARANTEE/INDEMNITY AGREEMENT

THIS GUARANTEE/INDEMNITY AGREEMENT (the Guarantee’), dated as of
, 2011, is executed by Lehman Brotherdirigs, Inc. (hereinafter theGuarantor”)
for the benefit of Bond Safeguard Insurance Compang Lexon Insurance Company
(collectively, ‘Bond Safeguard”), with reference to the following facts:

A. Bond Safeguard, Guarantor, Lehman ALI, In¢QVC Holdings LLC,
Northlake Holdings LLC]* and Lehman Commercial Paper Inc. entered into teatain
Settlement Agreement, dated as of , 20hich was amended by that certain
Amendment to Settlement Agreement, dated as of , 2011, to provide for the joinder of
[DESCRIBE EACH OF THE LB NOMINEES] as LB Nominees thereunder (as so amended,
the “Settlement Agreement”). The Settlement Agreement pertains to all autding
subdivision, payment, performance and other boassised by Bond Safeguard with respect to
the Projects as more particularly described in Hettlement Agreement (collectively, the
“Bonds’). All terms not otherwise defined herein shadlvie the respective meanings ascribed
thereto in the Settlement Agreement.

B. In order to induce Bond Safeguard to enter ith® Settlement Agreement in
accordance with the terms and conditions contaiherkin for the benefit of the applicable LB
Nominees and the Guarantor, pursuant to the tefrtfeedSettlement Agreement, Guarantor has
agreed to execute this Guarantee in favor of Boaf@dbiard on or prior to the Closing Date.
Bond Safeguard would not have entered into thde®stht Agreement without the Guarantor’'s
agreement to enter into this Guarantee on or foitiie Closing Date.

C. The Plan has been confirmed by the CaliforniakBaptcy Court as to all or
certain of the[TD][VD] Debtors and has become effective on and as oflake hereof. As
contemplated in and pursuant to the terms of thdeBeent Agreement, Guarantor is entering
into this Guarantee in favor of Bond Safeguardritieo to secure the payment of the Settlement
Obligations by the respective LB Nominees.

D. This Guarantee, the Settlement Agreement, tegetlith any other instruments,
agreements, or documents which may hereafter beutec by the parties for the purpose of
implementing the Settlement Agreement, are collettireferred to herein as th&ettlement
Documents.”

! To be included in Guarantee/Indemnity AgreemenSkettiement Agreement relating to TD
Debtors
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NOW, THEREFORE, in consideration of the foregoiegitals and for other good and
valuable consideration, the receipt and adequaeyhath is hereby acknowledged by Guarantor,
Guarantor hereby agrees and covenants in favoonfl Bafeguard as follows:

1. Guarantee

a. The Guarantor hereby absolutely, irrevocably @mecbnditionally guarantees the
punctual payment and performance of all Settlen@ligations (as hereinafter defined) of the
applicable LB Nominee if, when and as the same imegome due and payable under the
Settlement Agreement and the other Settlement Dentsn(such obligations of the Guarantor
being referred to herein as th@far antee Obligations’).

b. The Guarantor hereby agrees that this Guarasteecontinuing guarantee of
payment and not of collection, that it is a primandependent obligation of the Guarantor, and
that the Guarantor's obligations hereunder shallabeolute, unconditional and irrevocable,
irrespective of the following: any invalidity, dgality or unenforceability of, or defeat in, oryan
change in, or amendment, modification or waiverasfy term or condition in the Settlement
Documents giving rise to any of the applicable I8etént Obligations; or any settlement or
compromise thereof; or the absence of any acti@nforce the same; or any waiver or consent
by Bond Safeguard with respect to any provisiorragbk or the recovery of any judgment
against the applicable LB Nominee; or any actiorenforce the same; or the recovery of any
claim under any applicable insurance; or any o#feion or circumstance (other than complete,
irrevocable payment) which might otherwise congtital legal or equitable discharge or defense
of a surety or guarantor.

C. The Guarantor hereby waives (i) notice of acaeqd of this Guarantee or the
consummation of the Settlement Documents thereatftelencing any Settlement Obligations of
the applicable LB Nominee, (ii) marshaling of assediligence, presentment, demand for
payment, protest, filing of a claim first againisé tapplicable LB Nominee, any other person, or
any collateral security for any of the Settlememligations (except as provided in Section 1.f.
hereof), and (iii) notice of default, dishonor @mpayment, or any other notice and all demands
whatsoever except for such notices or demands as beaexpressly required under this
Guarantee or the Settlement Documents.

d. The Guarantor hereby agrees to indemnify Borfdds@ard and hold it harmless
from and against any and all losses, expenses anthges incurred by Bond Safeguard in
connection with or as a result of the assertiommf and all claims for the return of moneys
(including the proceeds of any collateral) receige@dpplied by Bond Safeguard in partial or full
payment of the Settlement Obligations, includingheut limitation all claims based upon
allegations that the payment of such moneys ogitieag of such collateral to Bond Safeguard
constituted a preference or fraudulent transfereunithe Bankruptcy Code or any other
applicable statute. This indemnity shall extendrnd include all moneys recovered from or paid
over by Bond Safeguard as a result of such claieggrdless of the basis thereof, and all costs
and expenses including reasonable attorneys’ femsred by Bond Safeguard in investigating,
evaluating and contesting such claims. The Guaraniability pursuant to this subsection shall
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survive any termination of this Guaranty to theeaxtof all moneys (including proceeds of any
collateral) received by Bond Safeguard on accotithhat portion of the Settlement Obligations

(and any renewals, modifications or extensionsetbieror replacements therefor, whether made
before or after such termination) for which the €umor under the terms of this Guaranty
remains liable notwithstanding such terminationgethler such moneys are recovered from, or
paid over by, Bond Safeguard before or after saomination.

e. As used herein, the ternBettlement Obligations’ shall mean any and all
payment, performance and other obligations andlitias of the respective LB Nominees to
Bond Safeguard arising under the Settlement Agreenoe any of the other Settlement
Documents. Guarantor is presently in a chapterake pending in the United States Bankruptcy
Court, Southern District of New York, Case No. @%5-JMP (the Bankruptcy Case).
Guarantor warrants and represents that its entoytims Guarantee and the obligations created
hereunder (i) have been authorized by the Bankyuptwrt in the Bankruptcy Case and (ii) will
constitute allowed administrative obligations ofgEantor in the Bankruptcy Case.

f. Notwithstanding anything to the contrary con&drin this Guarantee, prior to and
as a condition to proceeding against Guarantonineier, Bond Safeguard shall first have sought
payment of any outstanding Settlement Obligatioosfavailable funds (whether in the form of
cash or Letter of Credit) in any Reimbursement Tastablished to provide for the payment of
such Settlement Obligations; provided, that thetigmrhereby agree, without prejudice to
Guarantor’s rights and defenses hereunder, thatsfshall not be deemed to be available for
purposes of this Section 1.f. if, despite Bond §aéed's compliance with all conditions to the
release of such funds as set forth in the appkc&uallateral Trust Agreement, Bond Safeguard
is legally unable to obtain access to such fundkiwihirty (30) days following its demand for
payment of any Settlement Obligations with suchd&idue to the bankruptcy of the applicable
LB Nominee having an interest in such funds or otiee due to any injunctive relief or other
affirmative action taken by such LB Nominee to metvany disbursement of such funds to Bond
Safeguard.

2. Waiver

a. Guarantor hereby unconditionally and absolutees, and agrees not to assert,
plead, or in any manner whatsoever, claim or takeatage of, any and all defenses or rights,
which Guarantor may have now or in the future, unaley statute, or at law or equity, or
otherwise, (1) subject to Section 1.f. hereof, @quire Bond Safeguard to proceed against, or
enforce or exhaust its rights, remedies or recoagsenst the applicable LB Nominee or other
party, or any security or collateral held by Borafeguard at any time, or to pursue any other
remedy in its power before being entitled to payimamd performance by Guarantor of the
Guarantee Obligations or before proceeding ag&nsirantor; (2) with respect to the defense of
the statute of limitations in any action hereunaer for the collection of the Guarantee
Obligations; (3) with respect to any right of sulpion against the applicable LB Nominee, but
only until all Settlement Obligations of such LB Mmee have been finally and irrevocably
discharged in full; (4) with respect to any defetisat may arise by reason of (a) the lack of
authority or dissolution of the applicable LB Nom@ (b) the revocation or repudiation of this
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Guarantee by Guarantor or the revocation or repiodiaf any of the Settlement Documents by
any LB Nominee or any other person or personsihe)failure of Bond Safeguard to file or
enforce a claim against an applicable LB Nomineghée in bankruptcy or any other
proceeding), (d) the unenforceability in whole orpart of any Settlement Documents or any
other instrument, document or agreement referred tbis Guarantee, or any provision thereof;
(5) with respect to any defense based upon ani@hect remedies which destroys or otherwise
impairs the subrogation rights of Guarantor or tight of Guarantor to proceed against any
applicable LB Nominee for reimbursement, or bo@);With respect to any defense to the effect
that the obligation of a surety must be neithegdarin amount or in other respects more
burdensome than that of the principal; (7) exceppravided in Section 1.f. hereof, with respect
to any defense based upon any taking, modificaiiorelease of any collateral or guarantees for
any indebtedness of any applicable LB Nominee todB®afeguard, or any failure to perfect any
security interest in, or the taking of, or failui@ take, any other action with respect to any
collateral securing payment or performance of thgl&nent Obligations; (8) with respect to any
requirement of Bond Safeguard to advise Guaranfoany information known to Bond
Safeguard including without limitation informatiaegarding the financial condition of any
applicable LB Nominee; (9) with respect to any defebased on the alteration, in any respect,
of any of the Settlement Obligations, without tleamgent of Guarantor, or upon the impairment
or suspension, in any way, of the rights or remnedieBond Safeguard against any applicable
LB Nominee; or (10) with respect to any rights efehses based upon an offset by Guarantor
against any obligation now or hereafter owed to r&uot@r by any applicable LB Nominee, it
being the intention of this Guarantee that Guarastwll remain liable with respect to all
Guarantee Obligations, to the extent set fortthia Guarantee, until the Guarantee Obligations
have been fully, finally and irrevocably dischargpdrformed and paid in full notwithstanding
any act, omission or thing which might otherwiseergppe as a legal or equitable discharge of
Guarantor.

b. Without limiting the generality of the foregoirmg any other provisions of this
Guarantee but subject to Section 2.g. hereof, Gtardnereby expressly waives any and all
benefits or defenses which might otherwise be abbdl to Guarantor under California Civil
Code Sections 2809, 2810, 2819, 2821, 2839, 28,2848, 2849, 2850, 2854, 2855, 2899
and 3433 and California Code of Civil Procedureti®ac337. Notwithstanding anything to the
contrary contained herein, Guarantor hereby waawssrights of reimbursement, subrogation, or
indemnification which Guarantor may have againsy applicable LB Nominee until all
Guarantee Obligations arising from the Settlemépiigations of such LB Nominee have been
paid in full or otherwise satisfied.

C. In addition, without limiting the generality ahe foregoing or any other
provisions of this Guarantee but subject to Seign hereof, Guarantor hereby unconditionally
and absolutely waives all rights and defenses @t in California Civil Code Section 2856,
including, without limitation, Guarantor’s right$ subrogation, reimbursement, indemnification,
and contribution and other rights and defensesatebr may become available to the Guarantor
by reason of California Civil Code Sections 2782855, inclusive.
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d. Without limiting the generality of the foregoirgg any other provisions of this
Guarantee but subject to Section 2.g. hereof, @Gt@ardereby expressly waives and agrees not
to assert or take advantage of and shall not easetl or exonerated as a result of:

Q) An assertion or claim that the automatic stegvjgled by 11 U.S.C. 8362
or any other stay provided under any other del#befrlaw (whether statutory, common law,
case law or otherwise) of any jurisdiction whatsaewiow or hereafter in effect, which may be
or become applicable as a result of the voluntarineoluntary bankruptcy proceeding of any
applicable LB Nominee, shall operate or be intedgute¢o stay, interdict, condition, reduce or
inhibit the ability of Bond Safeguard to enforceyaof its rights, whether now or hereafter
acquired, which Bond Safeguard may have againstaata; and

(2) Any modification of the Settlement Documentgheut the consent of
Guarantor or any modification of the Settlementi@dilons by operation of law or by action of
any court, whether pursuant to the Bankruptcy Reféct of 1978, as amended, or any other
debtor relief law (whether statutory, common lawse law or otherwise) of any jurisdiction
whatsoever, now or hereafter in effect.

e. Guarantor covenants and agrees that upon thenenocement of a voluntary or
involuntary bankruptcy proceeding by or against applicable LB Nominee, Guarantor shall
not seek or accept any benefit of a supplemerdsl @t otherwise seek or accept any benefit of,
pursuant to 11 U.S.C. 8105 or any other provisibthe Bankruptcy Reform Act of 1978, as
amended, or any other debtor relief law (whethatusbry, common law, case law, or otherwise)
of any jurisdiction whatsoever, now or hereafteeffect, which may be or become applicable, to
stay, interdict, condition, reduce or inhibit thieilly of Bond Safeguard to enforce any of its
rights against Guarantor by virtue of this Guarargeotherwise.

f. It is agreed between Guarantor and Bond Safegilnat the foregoing waivers by
Guarantor are of the essence and that, but forGiharantor's agreement to enter into this
Guarantee and provide such waivers, Bond Safeguanttl not have entered into the Settlement
Agreement or any of the other Settlement Documiaritse first instance.

g. Notwithstanding the foregoing or anything to tentrary contained herein, the
Guarantee Obligations shall never exceed or otlserveixtend beyond the Reimbursement
Obligations as the same may be modified from tim&nhe in accordance with the terms of the
Settlement Documents.

3. Subordination and Subrogation

a. The Guarantor hereby subordinates all presestfatare claims, now held or
hereafter acquired, against an LB Nominee as atoreat contributor of capital, or otherwise, to
the prior and final performance and payment in tollBond Safeguard of all Settlement
Obligations of such LB Nominee. If any paymentlsh& made to Guarantor on any such
claims against an LB Nominee prior to the final @othplete payment and performance to Bond
Safeguard of all of the Settlement Obligations wéhs LB Nominee, the Guarantor shall hold
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such amounts in trust for the benefit of Bond Sa#éed, and each and every amount so paid shall
forthwith be paid to Bond Safeguard to be credidéed applied upon any then outstanding
Settlement Obligations of such LB Nominee with thet to be held as security for any future
Settlement Obligations of such LB Nominee untiltstime as all Bonds issued with respect to
the Project owned by such LB Nominee have beemaseltand/or otherwise exonerated.

b. The obligations of Guarantor under this Guamnéee independent of the
obligations of any applicable LB Nominee and if Bo8afeguard, under any applicable law,
proceeds to realize any rights, remedies or benefitich it may have in connection with the
Settlement Obligations or any Settlement Documgiiisig Bond Safeguard a lien upon, or a
security interest in, any collateral, Bond Safeduaiay, at its sole option but subject to Section
1.f. hereof, determine which of its remedies ohtsgto pursue without affecting any of its rights
and remedies under this Guarantee. If in the eseerof any of its rights or remedies in
connection with the Settlement Obligations, Bonfe§aard shall be deemed to have waived or
forfeited any of its rights or remedies, includitgright to obtain a deficiency judgment against
an applicable LB Nominee, whether because of amjicgble law pertaining to an election of
remedies, or otherwise, Guarantor hereby consemtsagrees that Bond Safeguard may bring
any action which it deems appropriate, and Guardrgmeby waives any claim or defense which
Guarantor might otherwise have in connection witbhsaction, even if such action by Bond
Safeguard shall result in a full or partial lossaay rights of subrogation which Guarantor might
otherwise have had but for such action by Bond diefed.

4, Events of Default An event of default shall occur hereunder if (am¢or fails to pay or
perform any Guarantee Obligations as and whendahee sare required to be paid or performed
pursuant to the terms of this Guarantee.

5. Modification of Settlement ObligationsAt any time and from time to time, without the
consent of, or notice to, Guarantor, without inmgrany liability to Guarantor and without
impairing or releasing the obligations of Guarantoder this Guarantee (except to the extent of
any modifications affecting the Settlement Obligati), Bond Safeguard may, in addition to
Bond Safeguard’s other rights under this Guarantee:

a. Agree to change or extend the manner, placeewnst of payment of the
Settlement Obligations;

b. Take any action under or with respect to thetl&eent Obligations in the
exercise of any remedy, power or privilege avadabl Bond Safeguard in connection therewith,
at law, equity, or otherwise, or waive or refrarorh exercising any such remedies, powers or
privileges;

C. Extend or waive the time for any applicable LBrNnee’s payment of any
Settlement Obligations;
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d. Apply any sums by whoever paid or however realito any amounts owing by
any applicable LB Nominee to Bond Safeguard, inhsatanner as Bond Safeguard shall
determine in its sole and absolute discretion.

6. Attorneys’ Fees In the event any action be instituted by a padyenforce this
Guarantee, the prevailing party in such action degermined by the court, agency or other
authority before which such suit or proceeding @nmenced), shall be entitled to such
reasonable attorneys’ fees, costs and expensesapdenfixed by the decision maker. The
foregoing includes, but is not limited to, reasdeahttorneys’ fees, expenses and costs of
investigation incurred in (1) appellate proceedirgating to the enforcement of this Guarantee;
(2) in any post-judgment proceedings to collectenforce the judgment with respect to this
Guarantee; (3) establishing the right to indematfan; and (4) any action or participation in, or
in connection with, the Bankruptcy Case; providealyever, that the foregoing shall not include
any fees or expenses incurred by Bond Safeguarbimmection with its monitoring of the
Bankruptcy Case or otherwise in connection with Baakruptcy Case other than in respect of
Bond Safeguard’s enforcement of this Guarantee.

7. Termination of GuaranteeThis Guarantee shall terminate with respeché&Settlement
Obligations of any particular LB Nominee upon tlaelier of (a) the release or exoneration of all
Bonds issued with respect to the Project ownedulohh $B Nominee and payment in full of any
Settlement Obligations then outstanding, and (b)rttutual agreement of Bond Safeguard and
the Guarantor.

8. Notices; PaymentsAny notice or demand upon any party hereto dletieemed to have
been sufficiently given or served for all purpobeseof when delivered in person, the Business
Day after delivery to a nationally recognized ovginh courier marked for next Business Day
delivery, or three (3) Business Days after it isilaethcertified mail postage prepaid, return
receipt requested, addressed as follows:

If to Guarantor:

With a copy to:

If to Bond Safeguard:
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With a copy to: Harris Beach PLLC
Attn: Bruce L Maas, Esq.
99 Garnsey Road
Pittsford, NY 14534

Any payments made hereunder shall be payablesatfffte of Bond Safeguard referred
to herein, or such other office as Bond Safeguaagl slect, and shall be made in United States
dollars and in immediately available funds, free atear of and without set-off, counterclaim,
withholding for any taxes or other charges or otfexfuction whatsoever.

9. No Waiver; Remedies Cumulativéo failure or delay on the part of Bond Safeguar
exercising any right, power or privilege hereunderd no course of dealing between the
Guarantor and Bond Safeguard or the applicable bBiikee and Bond Safeguard shall operate
as a waiver of, nor shall any single or partialredse of any right, power or privilege hereunder
preclude any other or further exercise of any otimgnt, power or privilege. The rights and
remedies herein expressly provided are cumulatiereot exclusive of any rights or remedies
which Bond Safeguard would otherwise have.

10. Benefit of Guarantee This Guarantee shall inure to the benefit of $hecessors and
assigns of Bond Safeguard and shall be binding ujpen successors and assigns of the
Guarantor. The Guarantor may not assign any ofr&ar’'s rights or obligations hereunder
without the prior written consent of Bond Safeguyawehich may be withheld in Bond
Safeguard’s sole and absolute discretion. Notlmgfained in this Guarantee shall impair or
limit any of the Settlement Obligations of any apgible LB Nominee.

11. Governing Law; Consent to JurisdictioThis Guarantee and all claims or causes of
action (whether in contract or tort) that may besdmh upon, arise out of or relate to this
Guarantee, or the negotiation, execution or perémee of this Guarantee (including any claim
or cause of action based upon, arising out of lated to any representation or warranty made in
or in connection with this Guarantee or as an iedwnt to enter into this Guarantee or any
matters of construction, validity and performanekating to this Guarantee and the obligations
arising hereunder), shall be governed by, and coedtin accordance with, the internal laws of
the State of California. To the maximum exteninpesible by law, each of Bond Safeguard and
Guarantor expressly consent and submit to the six@ujurisdiction of the United States
Bankruptcy Court for the Southern District of NevorK (the ‘Bankruptcy Court”) over any
actions or proceedings relating to the enforcenmeninterpretation of this Guarantee or any
documents executed and delivered in connectiontidgr@and any party bringing such action or
proceeding shall bring such action or proceedingh@ Bankruptcy Court. Each of Bond
Safeguard and Guarantor agrees that a final judgmemy such action or proceeding, including
all appeals, shall be conclusive and may be endarcether jurisdictions (including any foreign
jurisdictions) by suit on the judgment or in anji@t manner provided by law. If the Bankruptcy
Court refuses or abstains from exercising jurisdicbver the enforcement of this Guarantee or
any other documents executed and delivered in @tiome herewith and/or any actions or
proceedings arising hereunder or thereunder, themd BSafeguard and Guarantor agree that
venue shall be in any court in the State of Newkvtmaving proper jurisdiction. Each of Bond
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Safeguard and Guarantor hereby irrevocably andndittonally waives, to the fullest extent it
may legally and effectively do so, (i) any objeatizvhich it may now or hereafter have to the
laying of venue of any suit, action or proceedinigiag out of or relating to this Guarantee or
any other documents executed and delivered in abiomeherewith with the Bankruptcy Court
or with any other state or federal court locatethimi the County of New York in the State of
New York; and (ii) the defense of an inconveniasrum to the maintenance of such action or
proceeding in any such court. Each of Bond Safebaad Guarantor irrevocably consents to
service of process in the manner provided for estilm Section 8 hereof. Nothing in this
Guarantee will affect the right, or requirementBoind Safeguard or Guarantor to serve process
in any other manner permitted or required by law.

12. Entire Agreement; Amendment3his Guarantee contains the entire agreemenielest

the parties with respect to the subject matterdfeand supersedes any and all prior agreements
and understandings relating to such subject matfBnis Guarantee cannot be amended or
supplemented except by a written agreement sigpésilarantor and Bond Safeguard.

13. Severability In the event that any one or more of the prowsicontained in this
Guarantee shall be determined to be invalid, illegaunenforceable in any respect, for any
reason, the validity, legality and enforceabilifyamy such provision or provisions in every other
respect, and of the remaining provisions of thisK@atee, shall not be in any way impaired.

14. Descriptive HeadingsThe captions in this Guarantee are for conveaiesf reference
only and shall not define or limit the provisioreréof.

15. Further Assurancedt any time and from time to time, upon requeEsBond Safeguard,
Guarantor shall provide such further executed dasuswhich Bond Safeguard may consider
necessary or desirable to effectuate or implentenbbjectives and purposes of this Guarantee.

16. Interpretation This Guarantee has been prepared with the catperof counsel for
each of the parties, and shall not be construethsigany particular party as its drafter.

17. Warranty of Authority The individual whose signature appears belowessmts and
warrants to Bond Safeguard that he or she hasulthauthority to execute this Guarantee on
behalf of the Guarantor, and that he or she isigatithin the scope of such authority.

18. WAIVER OF JURY TRIAL. BOND SAFEGUARD, BY ACCEPTING THIS
GUARANTEE, AND GUARANTOR HEREBY KNOWINGLY, VOLUNTARILY,
UNCONDITIONALLY, IRREVOCABLY AND INTENTIONALLY FOREVER WAIVE
ANY RIGHT ANY OF THEM MAY HAVE TO TRIAL BY JURY IN RESPECT OF ANY
LITIGATION BASED ON, OR ARISING OUT OF, UNDER OR IN CONNECTION
WITH, THIS GUARANTEE, OR ANY COURSE OF CONDUCT, COURSE OF
DEALING, STATEMENTS (WHETHER VERBAL OR WRITTEN) OR ACTION OF
ANY PERSON OR ANY EXERCISE BY ANY PARTY OF THEIR RESPECTIVE
RIGHTS UNDER THIS GUARANTEE (INCLUDING, WITHOUT LIMITATION, ANY
ACTION TO RESCIND OR CANCEL THIS GUARANTEE OR ANY CLAIMS OR

US_ACTIVE:\43615857\12\58399.0008 D-9



DEFENSES ASSERTING THAT THIS GUARANTEE WAS FRAUDULENTLY
INDUCED OR ISOTHERWISE VOID OR VOIDABLE).

[SIGNATURE ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the Guarantor has executeddmhidered this Guarantee as
of the date first above written.

GUARANTOR:

Lehman Brothers Holdings, Inc., as debtor and
debtor in possession in its Chapter 11 case in the
United States Bankruptcy Court for the Southern
District of New York, Case No. 08-13555 (JMP)

By:
Its:
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