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Term Sheet Regarding Settlement with SunCal Parties'

Partiesto Settlement
Agreement:

Lehman PartiesLehman ALI, Inc., Lehman Commercial Paper I@V,C
Holdings LLC, Northlake Holdings LLC, Lehman BrotkeHoldings Inc.

SunCal Parties SCC Acquisitions, Inc., SCC Acquisitions, LLQyr&al
Management, LLC, Bruce Elieff and other principatsl affiliates of any of
them to be specifically identified by the Lehmamtia prior to the executiol
and delivery of the Settlement Agreement (as ddflredow) and included as
signatories therein.

Settlement
Transaction:

Settlement of all claims and causes of action teddéry and between the
Lehman Parties, or any of them, and the SunCaieBadr any of them, with
respect to the Plan Projects, the Emerald Meadowjed? and Del Rio CFD
Bond Proceeds, and the related Debtors and Lehmamnsl.including,
without limitation, the dismissal, with prejudiaa, all pending litigation
instituted by any of the SunCal Parties or Voluyfaebtors against any of
the Lehman Parties and/or their affiliates (inahgdiwithout limitation, all of
the pending litigation more particularly descrilmdExhibit Aattached
hereto and made a part hereof) (collectively, theriding SunCal
Litigation”) except to the extent relating to thadiic Point Project, SID
Partners, Ltd., SJD Development Corp. (the “SJIDtérst) and/or the
Lehman Loans relating thereto. The settlementridestin this Term Sheet
shall be documented in a settlement agreementS$#tement Agreement”)
to be prepared by counsel to the Lehman Partiesistent with the terms an
provisions of this Term Sheet and negotiated indgaith by the Lehman
Parties and the SunCal Patrties.

N

Plan Support,
Withdrawal of
SunCal Plansand
3018 Mations, Change
in Voting:

Upon execution and delivery of this Term Sheethwygarties hereto, the
SunCal Parties shall, and/or shall cause the Valyridebtors to, (i) no later
than Monday, October 24, 2011, at 9:00 a.m. Patifiee (the “Filing
Deadline”) file a withdrawal of (x) each of the ptafiled by any of the
SunCal Parties and/or Voluntary Debtors with respethe Debtors
(collectively, the “SunCal Plans”), and (y) all ebfions to the Lehman Plan
and any and all aspects thereof, (ii) file a plapp®rt statement supporting
the Lehman Plans no later than the Filing Deadliiigwithdraw objections
filed by any of the SunCal Parties or Voluntary &b to 3018 motions or
stipulations or to the “yes” votes of any persorwtity in favor of the
Lehman Plans, no later than the Filing Deadlind, @) file a motion
seeking to change any SunCal Party’s votes on¢henan Plans to “yes”

votes no later than the Filing Deadlinghe effectiveness of this Term Shee

shall be expressly conditioned upon the satisfaaifoeach of the foregoing
conditions on or prior to the Filing Deadline, fiag which this Term Sheet
shall terminate automatically without further netito any party, whereupon

n

—

the parties shall be relieved of all liability dslgation hereunder. If each o

[

! Capitalized terms used but not otherwise defireréih shall have the respective meanings ascribed
thereto in thélhird Amended Joint Chapter 11 Plan for Eleven Voluntary Debtors Proposed by Lehman
VD Lenders, dated July 15, 2011 [Docket No. 2598] (as amentted“Joint VD Plan”) and/or in the
Third Amended Joint Chapter 11 Plan for Eight Trustee Debtors Proposed by the Trustee and Subject
Lehman Creditors, dated July 15, 2011 [Docket No. 2595] (as amentted“Joint TD Plan” and together
with the Joint VD Plan, the “Lehman Plans”).
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the foregoing conditions are fully satisfied by #itng Deadline (the “Term
Sheet Effective Date”), this Term Sheet shall beztmding and enforceable
against the parties hereof as provided herein;igeal that the obligations of
the Lehman Parties (except those described irptragraph) shall be
conditioned upon obtaining Lehman Court Approvaldafined below).
From and after the Term Sheet Effective Date, tneCal Parties shall
reasonably cooperate with the Plan Proponentsin éfforts to secure
Confirmation and Effective Dates for the LehmamBlas to each of the Plan
Debtors. On the Term Sheet Effective Date, thenaah Parties shall (i)
disclose the Term Sheet to the California Bankmyugtourt, (ii) agree that
regardless of whether the Settlement Effective Qatedefined below)
occurs, the claims of SunCal Management againd® e Debtors are to be
reclassified as “Reliance Claims” provided thatgag¢h claims shall be
payable under the Lehman Plans only to the extenwed, and (2) the
Lehman Parties shall retain and/or have the rigfite and prosecute claims
objections with respect to the claims against tkbtbrs of any of the SunCa
Parties or their affiliates (other than the Debtoasd (iii) fully cooperate
with the SunCal Parties to obtain California Bamkay Court approval of the
settlement reflected in this Term Sheet (to be dmmnted in the Settlement
Agreement), provided that the settlement refleatatiis Term Sheet shall b
subject to the Lehman Court Approval other thatoake matters described
in this paragraph that become effective as deatiibéhis paragraph
regardless of the Settlement Effective Date.

(U

Conditionsto
Settlement
Transaction:

The Settlement Transaction will be subject to #itestaction of each of the
following conditions (collectively, the “SettlemeEffectiveness
Conditions™):

() Execution and delivery of the Settlement Agneat;

(if) Approval of the Settlement Transaction aseetiéd in this Term Sheet by
the New York Bankruptcy Court and the entry ofrafiorder of the New
York Bankruptcy Court (“Lehman Court Approval”); én

(iif) Confirmation of and occurrence of the effeetidate for the Lehman
Plans as to all Plan Debtors.

The date on which all of the above conditions hasen satisfied shall be
referred to as the “Settlement Effective Date.”

Release of Acquired
Bond I ndemnity
Claims:

Upon the occurrence of the effective date for ef¢che Lehman Plans, the
Lehman Parties or their affiliates will have acedifrom Arch Insurance
Company (“Arch”) and Bond Safeguard Insurance Cargfiaexon
Insurance Company (collectively, “Bond Safegua#itain rights and
claims against Bruce/Kathy Elieff and SCC Acquisis, Inc. (collectively,
the “Bond Indemnitors”) pursuant to separate settiet agreements between
the Lehman Parties (or certain of them) and ArahBond Safeguard,
respectively, relating to the Plan Projects to dguaed by the Lehman
Nominees (collectively, the “Acquired Bond Indemnilaims”). On the
Settlement Effective Date, the Lehman Parties sbaBhall cause their
affiliates to, release the Bond Indemnitors frolmAalquired Bond Indemnity
Claims including, without limitation, any such Aded Bond Indemnity
Claims which are the subject of any judgment ($#if@a or otherwise) in
favor of Bond Safeguard obtained by Bond Safegirmoctnnection with the
action, or settlement of such action, filed by B&afeguard against the Bond
Indemnitors (among others).

Option to Purchase

SCC Acquisitions, Inc. (“Acquisitions”) or one oo affiliates of
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Oak Valley
Champions Project
and Delta Coves
Proj ect:

Acquisitions to be designated by Acquisitions (earh“Optionee”) shall

have the option (the “Option”) to purchase oneahlof the following Plan
Projects (the “Option Projects”) at the designgiarthase prices on or after,
the Settlement Effective Date (with claims agathstDebtors owning the
Option Projects to receive treatment as providetbuthe Joint TD Plan):

a. Oak Valley Champions Project — $28 million
b. Delta Coves Project -- $29.5 million

The Option as to either or both of the Option Retgenust be exercised no
later than 90 days (the “Option Exercise Deadliriellpwing the execution
and delivery of this Term Sheet by all parties te(he “TS Execution
Date”) and the closing of the purchase of suchddpfroject(s) must be
consummated no later than 15 days following thedse of the Option (the
“Option Closing Deadline™). The Optionees may the Option by
giving written notice to the Lehman Parties to éeeived by the Lehman
Parties no later than the Option Exercise Deadlihe. Option will terminate
automatically with respect to any Option Projectvitich the required
written notice of exercise of the Option is notewed by the Lehman Partie

on or prior to the Option Exercise Deadline. If peeviously terminated, the

Option will terminate on the Option Closing Deadliwith respect to any
Option Project if a closing for the purchase offs@ption Project has not
occurred by the Option Closing Deadline other tbalely by reason of a
breach by the Lehman Parties or applicable Lehnmamihke of their
obligations under the Settlement Agreement. Theepance of the Option
Projects shall be on an “as is where is” basisauttany representations or
warranties whatsoever by the seller but shall bvegped free and clear of a
mechanics’ liens, past due real property taxedj¢heof any deed of trust
held by a Lehman Creditor and any other monetanslother than the
Permitted Liens applicable to the Option Projedike Optionees shall
disclaim any reliance on any representations oraméies by the Debtors, th
Lehman Parties, the Lehman Nominees or any of thepective affiliates,

agents or representatives. All transfer taxds,ifisurance premiums, seargh

fees, recording costs and all other transactiotscgll be paid by the
Optionees or the other SunCal Parties except thyaatiorneys’ fees of
counsel to the Lehman Parties shall be paid by ¢henan Parties. The
Optionees shall be responsible for obtaining tbein respective owners’ titl

insurance policies and surveys and, although celigais or encumbrances on

title to the Option Projects may be released uperetfectiveness of, and
pursuant to the terms of, the Joint TD Plan, umdecircumstances shall the
Lehman Parties be required to release or cause teldased any liens or
encumbrances other than mechanics’ liens, pastedli@roperty taxes, the
lien of any deed of trust held by a Lehman Creditot any other monetary
liens other than the Permitted Liens applicablin&Option Projects. At the
closing of the purchase of any Option Project, amd condition to such
closing, (i) the SunCal Parties shall pay or cdadee paid to the Lehman
Creditors (or any of them as designated by the laehRarties) the purchase
price for such Option Project in cash in immediagalailable funds, (ii) the
SunCal Parties shall cause all surety bonds idsyédch or Bond Safeguar
for or with respect to the applicable Option Projedbe exonerated, release
substituted and replaced and shall further causk And Bond Safeguard tg
be released from any and all further liability undewith respect to such
bonds or any settlement agreements entered infodiyor Bond Safeguard
in respect of their obligations under such bondd, feom any pending claim
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arising under such bonds, and (iii) the SunCali®asghall cause the
applicable Optionee with respect to any Option &ojo assume all
obligations of the applicable Plan Debtors undererecutory contracts and
unexpired leases which are to be or otherwise haea assumed by such
Plan Debtor under the Joint TD Plan (collectivetye “Assumed Contracts”)
and otherwise cause the applicable Lehman Nomaiaed title to such
Option Project to be released from all furtheriligbunder any such
Assumed Contracts and under any permits, liceessgments, certification
development agreements, subdivision improvemerdesgents, or other
development, entitlement or related documentsiunstnts or agreements
(collectively, “Development-Related Items”). Reabperty taxes and
assessments shall be prorated as of the closirgadas customary in real
estate conveyance transactions in the State dio@aé. The applicable
Lehman Nominees shall transfer and assign to th@ges any right, title o
interest, if any, they may have in, to and under@evelopment-Related
Items, without representation or warranty of amydkand only to the extent
assignable by the Lehman Nominees, and neithdrehman Parties nor the
Lehman Nominees shall have any obligation or resibdity for obtaining
any consents or approvals from, or otherwise giviotices to, any
counterparty to any Development-Related ltems acguisitions shall
undertake such process as it deems necessaryropapfe to effectuate any
transfers or assignments of Development-Relatedslte

Py

r

Interim Loan Assets:

The Lehman Parties will cooperate with the SunGati€s as follows:

(a) On and after the Term Sheet Effective Dateemling the occurrence @
the Settlement Effective Date, the Lehman Parti#dsooperate with the
SunCal Parties in seeking to continue the heanmgomfirmation of the Joint
VD Plan as to SCC Communities and Tesoro, withogjuglice to
confirmation of the Joint VD Plan as to the oth& Flan Debtors or
confirmation of the Joint TD Plan. If the hearisgo continued and the
Settlement Effective Date occurs prior to the cuundid hearing date, then of
the Settlement Effective Date, the Lehman VD Leaddall (x) withdraw the
Joint VD Plan as to SCC Communities and Tesoro(gncklease the
Lehman VD Lenders’ direct or indirect liens on theerim Loan Projects.

(b) Within 15 days after the Term Sheet Effecidage, the SunCal Parties
shall file a motion under Bankruptcy Rule 9019 witspect to Del Rio
seeking resolution, settlement and payment ofatlaining unpaid claims
against Del Rio (the “Del Rio Motion”) for approvay the California
Bankruptcy Court which the Lehman Parties agresifiport. The Lehman
VD Lenders will make available to the SunCal Partiemaining value with
respect to the Del Rio CFD Bond Proceeds by raigabieir security interest
on the Del Rio CFD Bond Proceeds on the Settlefa#attive Date
provided that (x) the SunCal Parties satisfy thevalronditions to the releas
of the liens on the Interim Loan Projects or otlisenake title to the Interim
Loan Projects as provided below, and (y) an ordsrideen entered by the
California Bankruptcy Court approving the Del Ri@tibn.

(c) Notwithstanding the provisions of paragraphaf@ove, if the hearing on
confirmation cannot be continued to a date thaftex the Settlement
Effective Date or cannot be so continued withoejymdice to confirmation of
the Joint VD Plan as to the VD Plan Debtors othantSCC Communities
and Tesoro or confirmation of the Joint TD Plamrtithe Interim Loan

N

IS

Projects shall be conveyed to the applicable LehN@minees on the
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Settlement Effective Date as provided under thetddD Plan and within
thirty days thereafter, the Lehman Parties shaiteasuch Lehman Nomineg
to convey the Interim Loan Projects to one or nadfiiates of the SunCal
Parties (as designated by the SunCal Parties)I(ttexim Project Grantees”)
for the benefit of the SunCal Parties and/or theeru creditors of SCC
Communities and Tesoro for a purchase price fon éaterim Loan Project
of $1 provided that on or prior to the date of aogh conveyance (i) an
amount equal to the amount of all distributions enadotherwise required tq
be made by the Lehman VD Lenders pursuant to timt V® Plan
(including, without limitation, distributions to editors and the payment of
administrative claims, priority claims and otheaiols against the applicable
VD Plan Debtors) with respect to SCC Communities &asoro is paid by
the SunCal Parties to the Lehman VD Lenders,{@)$unCal Parties cause
all surety bonds issued by Arch or Bond Safeguatil kespect to the Tesor
Project to be exonerated, released, substitutedeguhaiced, (iii) the SunCal
Parties cause the Interim Project Grantees to assaillmbligations of SCC
Communities and Tesoro, respectively, under angwrey contracts and
unexpired leases which are to be or otherwise haea assumed by such
Debtor under the Joint VD Plan (the “JR/T Assumedt€acts”) and
otherwise cause the applicable Lehman Nomineesdditie to such Projects
to be released from all further liability under aauch JR/T Assumed
Contracts and under any permits, licenses, easenuttifications,
development agreements, subdivision improvemer@esgents, or other
development, entitlement or related documentsiunstnts or agreements
(collectively, “JR/T Development-Related Items"hda(iv) the SunCal
Parties pay or reimburse the Lehman Parties foraanyall transaction costs
and expenses (including, without limitation, tithlsurance premiums for any
owners’ policies, search fees, recording costsatiner fees, costs and
expenses) incurred in connection with the convegari¢he Interim Loan
Projects to the Lehman Nominees except that aoynatys’ fees of counsel
to the Lehman Parties shall be paid by the LehnsatieB. The conveyance
of the Interim Loan Projects to the Interim Projécantees shall be on an “g
is where is” basis without any representations amranties whatsoever by th
sellers. The Interim Project Grantees shall distkny reliance on any
representations or warranties by SCC Communitiespio, the Lehman
Parties, the Lehman Nominees or any of their rasmeaffiliates, agents or
representatives. All transfer taxes, title insgempremiums, search fees,
recording costs and all other transaction costé Bbgaid by the SunCal
Parties and Interim Project Grantees except thaatorneys’ fees of counsg
to the Lehman Parties shall be paid by the LehnzattieB. Real property
taxes and assessments shall be prorated as db#fiiegcdate as is customar
in real estate conveyance transactions in the 8taZalifornia. The SunCal
Parties shall be responsible for obtaining ownette’ insurance policies and
surveys for the Interim Loan Projects and, althoogtain liens or

encumbrances on title to the Interim Loan Projetay be released upon the

effectiveness of, and pursuant to the terms ofJthet VD Plan, under no
circumstances shall the Lehman Parties be reqtoreglease or cause to be
released any liens or encumbrances other tharethefl any deed of trust
held by a Lehman VD Lender. The applicable Lehikaminees shall
transfer and assign to the Interim Project Grand@gsight, title or interest,
if any, they may have in, to and under the JR/Tdbapment-Related Items,
without representation or warranty of any kind antl to the extent
assignable by the Lehman Nominees, and neithdrehman Parties nor the

)]

D

1S
e
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Lehman Nominees shall have any obligation or resipdity for obtaining
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any consents or approvals from, or otherwise giviotices to, any
counterparty to any JR/T Development-Related Itantsthe Interim Project
Grantees (or SunCal Parties) shall undertake sutegs as they deem
necessary or appropriate to effectuate any tramsfeassignments of JR/T
Development-Related Items.

Emerald Meadows: As provided above, the SunCal Parties and the YatyrDebtors shall
withdraw their existing SunCal Plan for SunCal Eahémno later than the
Filing Deadline. Further, on or at any time aftex Settlement Effective
Date, upon request by the Lehman Parties, the SuHdChes shall cause
SunCal Emerald to consent to the appointment niside for such Debtor
and will assign all claims that the SunCal Parbieany other SunCal
principal or entity may have against the SunCal E&ahdeto the Lehman
Parties or their designee.

Allowed Claims Re On the Settlement Effective Date, (a) the Lehmagd@ors will pay to

M anagement Fees: SunCal Management an aggregate amount equal tallgshrin satisfaction
of (or, at the option of the Lehman Parties, fomasignment of) all claims
asserted by SunCal Management against the Delottves than the SJD
Debtors and the SunCal Century City) including prarpetition or post-
petition claims (the “Agreed Management Fee Distiin”), and (b) all othe;
claims of SunCal Management against any of the @slfother than the SJD
Debtors and the SunCal Century City) shall be walkah, with prejudice,
and released except that with respect to SunCatdthesuch claims will be
not be released but assigned to the Lehman Parttagir designee.
Dismissal of On and as of the Settlement Effective Date, theCaliRarties shall, and shal
Litigation: cause all other affiliates of the SunCal Parti¢sgothan the Debtors) who
have asserted any claims against any of the Lelfagties or their affiliates
in the SunCal Cases, to (a) dismiss all Pending8Llhitigation (except to
the extent relating to the Pacific Point Projectrar SID Debtors) with
prejudice, and (b) waive and release all claimsragids to any management
fees or other amounts (pre-petition and post-peditivith respect to which
any of the SunCal Parties or any of their affiliafether than the Debtors) has
asserted claims against any of the Debtors (pliigreaind post-petition)
(other than against the SJD Debtors and the Sud@alury City) or any
Lehman Party or any affiliate thereof (includinglathman Released Parties)
except the Agreed Management Fee Distribution tpaié to SunCal
Management as described above. With respect t&idelupon approval of
the Del Rio Motion by the California Bankruptcy @ouhe SunCal Parties
shall cause the estate of Del Rio to dismiss alditg SunCal Litigation with
prejudice and waive and release all claims andsitghany amounts (pre-
petition and post-petition) with respect to whicklRio has asserted claimg
against any of the other Debtors (pre-petition post-petition) or any
Lehman Party or any affiliate thereof (includinglathman Released
Parties). No further claims against any of thetbebor any of the Lehman
Parties or any other Lehman Released Party wildserted by any of the
SunCal Parties or any of their affiliates.

Mutual Releases: On and as of the Settlement Effective Date, theCaliRarties and the
Lehman Parties will deliver mutual releases wittpext to all claims relating
to all of the Projects (except Pacific Point) ane telated Lehman Loans and
Debtors (but specifically excluding claims arisimder the Settlement
Agreement) in form and substance reasonably addeptathe parties but
which releases, in any event, shall release alilaghReleased Parties.
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Dispute Resolution:

This Term Sheet shall be fully binding upon thetiparhereto on the Term
Sheet Effective Date. From and after the Term SE#ective Date, the
parties hereto shall be obligated to proceed irddaith and as expeditiously
as possible to negotiate, finalize, execute anidatethe Settlement
Agreement, which itself shall be subject to thal&etent Effectiveness
Conditions and any other conditions expressly gledifor therein, and any
ancillary documents contemplated to be executeddatidered in connection
therewith. In addition, the parties hereto heragysee that any dispute

regarding this Term Sheet and/or the interpretaticemy terms or provisions

set forth herein or regarding the form of the etént Agreement and/or th
conformity of the same to the terms and provisigtsorth in this Term
Sheet shall be resolvéy Judge Daniel Weinstein through binding
mediation. If the parties have not otherwise extténto a Settlement
Agreement on or prior to November 30, 2011, thengtrties shall request
that Judge Weinstein resolve any remaining disputéseen the parties witl
respect to a final Settlement Agreement as so@ossble.

n

4]

N

Governing Law:

This Term Sheet, the Settlement Agreement and adath other documents
to be executed and delivered in connection thehestiall be governed by th
laws of the State of New York without regard to ghimciples of conflicts of

laws.

Counterparts,
Facsimileor PDF
Execution:

This Term Sheet may be executed in any numberwitegparts, each of
which shall be deemed an original and all of whidether shall constitute
one and the same instrument. Signatures delimréalcsimile or by email
in PDF format shall constitute originals for allrpases.
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Agreed to as of this22 day of October, 201 1.

LEHMAN ALL INC.,

N //déf# A
Title: / Didy Futlwyadl  Syastiy

LEHMAN COMMERCIAL PAPER 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)

Y~

OVC HOLDINGS LLC

By:
N?;me: 4 // Y7 A >
Tide:  Qfy  AAvired Ssach e

NORTHLAKE HOLDINGS LLC

By: ﬁ yd I%
Name: ' Wﬁz( =4

Title: D""[}’ 4“ /i”/z 4 )/ c7§7
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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 (IMP)

By: = éz .
N amme: / ’ /Y e .
Title: 0( Y s f/‘U/ /ge,/ 97m 974/7

SCC ACQ%ITIONS INC -

ﬁ ’J
Y. ¢
Name: 34ovCg L—TLicFr-‘
Title: PLRES|PENT

SCC ACQUISITIONS, LLC

By / / ';} 4 r//é// )

Name: pRBRoOCEF ELLIEFF
Title: M ANAGEeR

SUNCAL MANAC EMENT, Lf (‘

By: / //?;, (-/C /

Name: t}xzucc: ELtg £
Title: prva~NAger.

./"\ ,f‘ N
. : ”'\ /; g K ‘/
By '.. // SRRy
BRUCE ELIEFE
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EXHIBIT A

Adv. No. 8:09-ap-01005-ES (Bankr. C.D. Cal.), intthg litigation involving the Interim Loan
Adv. No. 8:11-ap-01212-ES (Bankr. C.D. Cal.)

Amended Motion for Order Disallowing Certain ClaifisCF No. 2082] in No. 8:08-bk-17206-ES
(Bankr. C.D. Cal.)

Motion for Order Disallowing Claims of Lehman Alhc. and Lehman Commercial Paper, Inc. pursuant
to 11 U.S.C. § 502(d) [ECF No. 1976] in No. 8:081&06-ES (Bankr. C.D. Cal.)

Appeal of the Order Granting Joint Motion of Lehn@reditors and chapter 11 Trustee for: (A) Approval
of Stipulation of July 2011 by and between Lehmau, Anc. and chapter 11 Trustee, pursuantto 11
U.S.C. 88 362, 363, 364, and 507, (1) Approvingi@eBecured Superpriority Postpetition Financirg), (
Granting Liens and Providing Superpriority Admingdive Expense Status, and (3) Modifying Automatic
Stay to the Extent Necessary; and (B) Clarificatbb®rior Financing Orders, in United States
Bankruptcy Appellate Panel of the Ninth Circuit Nd.-1485
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