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THIS DEVELOPMENT AGREEMENT (the “New Agreement” or the
“Agreement”) is entered by and between THE CITY OF LAKE FOREST, a
California municipal corporation (“City”), and USA Portola Properties, LLC,
a California limited liability company (“Owner’) with reference to the

following facts:
RECITALS.

A. To strengthen the public planning process, encourage private
participation in comprehensive planning and reduce the economic risk of
development, the Legislature of the State of California adopted the
“Development Agreement Statute,” Sections 65864 et seq., of the
Government Code. City, a general law city, is authorized by the
Development Agreement Statute to enter into development agreements
with persons and entities having legal or equitable interests in real property
for the purpose of establishing predictability for both City and the property
owner in the development process. Owner has requested that City enter
into a development agreement for the development of the Property, as
defined below. City enters into this Agreement pursuant to the provisions
of the California Government Code, the City's General Pian, the City
Municipal Code, and applicable City policies.

B. Owner has a legal or equitable interest in that certain real
property consisting of approximately 227.9 acres of land located in the City
of Lake Forest, County of Orange, State of California, more particularly
described in Exhibit “A” (the “Property”). Owner desires to develop the
Property primarily with residential uses, but also with the potential for retail,
commercial, and park uses. The Property has been subject to the
provisions of the Portola Hills Development Agreement No. 87-10 between
Village Properties, Baldwin Building Company, and Baldwin Building
Contractors (collectively, “Baldwin”), and the County of Orange (“County”),
dated May 23, 1988 (the “County Development Agreement”). The County
Development Agreement pertained to an area identified as “Portola Hills,”
which included, but was significantly larger than, the Property. On May 2,
2000, Portola Hills was annexed into the City and pursuant to Section
65865.3 of the California Government Code, the County Development
Agreement remained valid and the City and Baldwin had the same rights
and obligations with respect to each other under the County Development
Agreement as if Portola Hills had remained in the County.
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The County Development Agreement established, among other
things, certain permitted uses for Portola Hills, including the Property, and
required Baldwin to provide certain public benefits. Since 1988, a
substantial portion of Portola Hills was developed and the public benefits
contemplated under the County Development Agreement were provided.
However, the Property was not developed under the County Development
Agreement, and this New Agreement is neither an amendment to nor an
extension of the County Development Agreement. Rather, this New
Agreement is intended to fully supersede the County Development
Agreement.

C. In recognition of changes in the City and Orange County
generally since much of the land now contained within the City was
planned for development, the City identified for study an area consisting of
approximately 956 acres of undeveloped land, including the Property,
within both the City and the 65 dB CNEL Noise Contour depicted in the
Airport Environs Land Use Plan line as it existed prior to 2005, all as
illustrated in Exhibit “A” to Lake Forest Resolution No. 2003-17 (the
“Greater OSA Boundaries”). Subsequently, the City commissioned an
“Opportunities Study” to identify uses within the Greater OSA Boundaries
which would better serve the needs of the community than would the then-
permitted uses. As a result of the Opportunities Study, the City identified
an 838-acre portion within the Greater OSA Boundaries for which it
prepared and approved a general plan amendment on June 17, 2008 (the
“General Plan Amendment”). This 838-acre area is identified within this
Agreement as the “Opportunities Study Area.” The General Plan
Amendment establishes new uses within the Opportunities Study Area.

D.  Owner participated in the Opportunities Study and desires to
develop the Property in a manner consistent with the uses identified for the
Property in the General Plan Amendment.

E. The Parties desire to enter into this New Agreement in order to
permit uses on the Property that are not permitted under the Original City
Agreement. These uses may create needs for different infrastructure and
public facilities and services than were anticipated and required in the
Original City Agreement.

F. This Agreement is intended to ensure that Owner has provided
funding sufficient to provide the adequate and appropriate infrastructure
and public facilities required by the development of the Property, and that
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this infrastructure these public facilities will be available no later than when
required to serve demand generated by development of the Property.

G. This Agreement also assures that development of the Property
may occur in accordance with City's General Plan, as amended by the
General Plan Amendment. The development of the Property pursuant to
the Existing Land Use Regulations, this Agreement, the Subsequent Land
Use Regulations to which Owner has consented in writing, and Subsequent
Development Approvals (as each of those terms and phrases is defined
within this Agreement) shall be referred to as the “New Development Plan.”

H. This Agreement constitutes a current exercise of City’s police
powers to provide predictability to Owner in the development approval
process by vesting the permitted uses(s), density, intensity of use, and
timing and phasing of development consistent with the New Development
Plan in exchange for Owner's commitment to provide significant public
benefits to City (the “Public Benefits”) as set forth in Section 9.

I The provision by Owner of the Public Benefits allows the City to
realize significant economic, recreational, park, open space, educational,
social, and public facilities benefits. The Public Benefits will advance the
interests and meet the needs of Lake Forest's residents and visitors to a
significantly greater extent than would development of the Property under
* the Original City Agreement.

J.  The phasing, timing, and development of public infrastructure
necessitate a significant commitment of resources, planning, and effort by
Owner for the public facilities financing, construction, and dedication to be
successfully completed. In return for Owner's participation and
commitment to these significant contributions of private resources for public
purposes, City is willing to exercise its authority to enter into this
Agreement and to make a commitment of predictability for the development
process for the Property. Absent City's willingness to make such a
commitment, Owner would be unwilling to enter into this Agreement or
make the significant investment of resources required for the planning,
financing, construction, and dedication of the public facilites and
infrastructure identified in this Agreement.
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AGREEMENT

City and Owner agree as follows:

1. INTEREST OF OWNER. Owner represents that it has a legal or

equitable interest in the Property and is authorized to enter into this
Agreement.

2. PUBLIC HEARINGS. On June 3, 2008, after providing notice as

required by law, the City Council held a public hearing on this
Agreement and made the findings set forth in Section 3.

3. CITY COUNCIL FINDINGS. The City Council finds that:

3.1

3.2

3.3

3.4

3.5

Subject to the approval of the General Plan Amendment
becoming effective on or before the Effective Date, this
Agreement is consistent with City’'s General Plan.

This Agreement ensures a desirable and functional community
environment, provides effective and efficient development of
public facilities, infrastructure, and services appropriate for the
development of the Project, enhances effective utilization of
resources within the City, provides assurances to the developer
in an effort to control the cost of housing and development to
the consumer, and provides other significant benefits to the City
and its residents.

This Agreement provides public benefits beyond those which
are necessary to mitigate the development of the Project.

This Agreement strengthens the public planning process,
encourages private participation in comprehensive planning,
particularly with respect to the implementation of the City's
General Plan, and reduces the economic costs of development
and government.

The best interests of the citizens of the City and the public
health, safety, and welfare will be served by entering into this
Agreement.

4.  CONTINUING OBLIGATIONS. This Agreement binds the City now

and in the future. By approving this Agreement, the City Council has
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elected to exercise certain governmental powers at the time of
entering into this Agreement rather than deferring its actions to some
undetermined future date. The terms and conditions of this
Agreement have undergone extensive review by the City staff and the
City Council and have been found to be fair, just, and reasonable.
City has concluded that the Project will serve the best interests of its
citizens and that the public health, safety, and welfare will be best
served by entering into this Agreement.

5. DEFINITIONS. In this Agreement, unless the context otherwise
requires, the following terms and phrases shall have the foliowing

meanings:

5.1 “Affordable Unit” means a unit of housing that is located within
the City and is affordable to Moderate Income, Low income, or
Very Low Income Households, as those terms are defined
herein.

- 5.2 "Agreement’ or “New Agreement” shall mean this Development
Agreement between the City and Owner. The terms
‘Agreement” and “New Agreement” shall include any
amendment properly approved and executed pursuant to
Section 7.5. '

9.3 “A’ Map” shall mean a Final Map approved by the City as a
ministerial action for all or a portion of a Tentative Map, that
shall consist of neighborhoods or areas which may be further
subdivided with a ‘B’ Map or which may be developed upon the
approval of the ‘A’ Map. If a portion of the ‘A’ Map shall be
further subdivided with a ‘B’ Map, the Developer shall be
required to satisfy, for those portions of the ‘A’ Map, only the
conditions identified as ‘A’ Map conditions on the Tentative
Map. If the ‘A’ Map creates a lot which shall not be further
subdivided with a ‘B’ Map, then all other applicable Tentative
Map conditions shall be satisfied.

5.4 “Approval Date” means the date on which the City Council
conducted the first reading of the ordinance adopting this
Agreement. That date is June 3, 2008.
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5.5

5.6

5.7

5.8
5.9

5.10

“Area Plan” means an area plan for a planned community as
defined in Section 9.184.020 of the City Municipal Code. An
application for an Area Plan shall be submitted concurrently
with the Owner's application for the First Tentative Map(s) (First
Tentative Map(s) Submittal Package) and shall include the
following plans: Master Land Use Plan, Circulation Plan,
Grading Concept Plan, Landscape Concept Plan, Open Space
Plan, Fuel Modification Plan, Maintenance Responsibilities
Plan, Drainage Master Pian, Sewer Master Plan, Water
Distribution Master Plan, Development Phasing Plan, Public
Facilities Phasing and Financing Plan, and Private Recreational
Facilities Plan, Design Plan, Dry Utilities Plan and Housing Plan
(consistent with the Affordable Housing Implementation Plan
attached to this Agreement as Exhibit “G”). The Area Plan shalil
include the elements identified in Exhibit “C” to this Agreement.
No Feature Plan (as defined in Section 9.184.020 of the City
Municipal Code) shall be required prior to the approval of an
Area Plan.

“B’ Map” shall mean a Final Map approved by the City as a
ministerial action for all or a portion of the Tentative Map, for
which no further subdivision is authorized under the Tentative
Map.

“City” shall mean the City of Lake Forest, a California municipal
corporation.

“City Council” shall mean the governing body of the City.

“City Facilities” shall mean the Sports Park, Community Center,
New City Hall, LFTM Improvements, and neighborhood parks
as further described in Section 9 and Exhibit “F” below.

“City Municipal Code” shall mean the Lake Forest Municipal
Code. However, changes to the Lake Forest Municipal Code
occurring between the Approval Date and the Effective Date
shall not be considered part of the City Municipal Code for
purposes of this Agreement without Owner's prior written
consent.
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5.11 “Day” refers to a calendar day unless specifically stated as a
“business day.”

5.12 “Default” shall refer to a Major Default or Minor Default as
defined herein.

5.13 “Development” shall mean the improvement of the Property for
the purposes of completing the structures, improvements, and
facilities comprising the Project including, but not limited to:
grading; the construction of infrastructure and public and private
facilities related to the Project whether located within or outside
the Property; the construction of buildings and structures; the
installation of landscaping; and other improvements.

5.14 “Development Approvals” shall mean all permits and other
entittements approved or issued by the City for the use of,
construction upon, and/or development of the Property. For the
purposes of this Agreement, Development Approvals shall be
deemed to include, but are not limited to, the following actions,
including revisions, addenda, amendments, and modifications
to these actions:

this Agreement;

amendments to this Agreement;

amendments to the General Plan;

Specific Plan and Specific Plan amendments;
tentative and final subdivision and parcel maps;

conditional use permits, use permits and site development
permits;

zoning;
area plans;
grading and building permits;

certificates of compliance and/or lot line adjustments;
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street, drainage, utility, stormwater, and landscape permits;

occupancy permits; and
environmental review documents for the Project.

5.15 “Development Impact Fees” shall mean all City fees established
and imposed upon the Project by the City pursuant to the
Mitigation Fee Act as set forth in California Government Code
Section 66000 et seq. “Development Impact Fees” shall not
include any City fees that have not been established and
imposed pursuant to the Mitigation Fee Act and this Agreement.

5.16 “Effective Date” shall mean the later of: (i) date the ordinance
adopting this Agreement becomes effective; or (ii) expiration of
the period provided by applicable law, including but not limited
to Government Code Section 65009, for challenging the
General Plan Amendment.

5.17 “Existing Land Use Regulations” means ail Land Use
Regulations in effect on the Effective Date, including the
General Plan Amendment (including the range of units
approved for the Project by the General Pian Amendment).
However, changes to Land Use Regulations occurring between
the Approval Date and the Effective Date shall not be
considered part of the Existing Land Use Regulations without
Owner’s prior written consent. Owner has consented to the
General Plan Amendment, which shall be considered part of
the Existing Land Use Regulations.

5.18 “Fair Market Value” means the appraised value as determined
by an appraiser mutually acceptable to the Owner and the City.
If the parties cannot agree on an appraiser, each shall select an
appraiser who shall appraise the site and Owner and City shall
attempt to agree on the fair market value on the basis of the
two appraisails. If Owner and the City cannot so agree, the two
appraisers shall select a third appraiser who shall determine the
fair market value of the site in question and whose appraisal
shall be binding on the parties.

5.19 "Final Map(s)" refers to one or more final maps which may be
filed with respect to any Tentative Map, including the First
ORANGE\SSMITH46303. 189



5.20

5.21

5.22

5.23
5.24

5.25

5.26

527

Tentative Map(s), as set forth in Section 66456 et seq. of the
Subdivision Map Act, and are referenced in this Agreement as
either an ‘A’ Map or a ‘B’ Map.

“Financing District” refers to a community facilities district,
assessment district, infrastructure financing district, or other
form of district or bond financing authorized by California as a
means to fund public improvements and/or the maintenance of
those improvements.

“First Tentative Map(s)” shall mean the first Tentative Map for
the Project which is approved by the City following the Effective
Date of this Agreement. Owner may submit more than one
Tentative Map to be considered concurrently as the First
Tentative Map(s).

“First Tentative Map(s) Submittal Package” shall mean the
package of materials to be submitted with the Owner's
application for the First Tentative Map(s), which shall include
the Area Plan as defined in this Agreement.

“General Plan” shall mean the general plan of the City.

“General Plan Amendment” shall refer to the amendment of the
City's General Plan on June 17, 2008, for the Opportunities
Study Area (including the Property). A copy of the General
Plan Amendment is attached as Exhibit “B”.

“Greater OSA Boundaries” refers to an area consisting of
approximately 956 acres of undeveioped land, including the
Property, within both the City and the 65 dB CNEL Noise
Contour depicted in the Airport Environs Land Use Plan line as
it existed prior to 2005, all as illustrated in Exhibit “A” to Lake
Forest Resolution No. 2003-17.

“Impiementing Agreement” refers to any agreement entered
into by Owner and the City for the implementation of obligations
established in this Agreement.

“Land Use Regulations” shali mean all ordinances, resolutions,
codes, rules, regulations and official policies of the City
governing the development and use of land, including, without
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limitation, the permitted use of land, the density or intensity of
use, subdivision requirements, timing and phasing of
development, the maximum height and size of buildings, the
provisions for reservation or dedication of land for public
purposes, and the design, improvement, construction, and
initial occupancy standards and specifications applicable to the
Project. “Land Use Regulations” do not include any City
ordinance, resolution, code, rule, regulation or official policy
governing:

5.27.1 The conduct or taxation of businesses, professions,
and occupations applicable to all businesses,
professions, and occupations in the City;

5.27.2 Taxes and assessments of general application upon all
residents of the City, provided that the taxes and
assessments are not imposed for the purpose of taxing
the right, power or privilege of developing or improving
land (e.g., excise tax) or to directly finance the
acquisition or dedication of open space or any other
public improvement in respect of which the Owner is
paying any fee (directly or through a Financing District)
or providing any improvement pursuant to this
Agreement;

5.27.3 The control and abatement of nuisances:

5.28 “LFTM Improvements” means those traffic and transportation
improvements specified in the LFTM Ordinance.

5.29 “LFTM Fees” means fees imposed to fund LFTM Improvements
pursuant to the LFTM Ordinance.

5.30 “LFTM Ordinance” means Ordinance No. 186, as adopted by
the Lake Forest City Council on June 17, 2008. The LFTM
Ordinance shall be considered one of the Existing Land Use
Regulations.

5.31 “LFTM Program” means the Lake Forest Transportation
Mitigation Program, as described in the LFTM Ordinance.
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5.32 “Low Income Household” means persons and families whose
income does not exceed eighty percent (80%) of the then-
current area median income of the County of Orange adjusted
for family size by the State Department of Housing and
Community Development in accordance with adjustment factors
adopted and amended from time to time by the United States
Department of Housing and Urban Development pursuant to
Section 8 of the United States Housing Act of 1937, as
amended, and California Health and Safety Code Section
50093, as it may be amended from time-to-time. In no event,
however, shall the stated maximum annual income for a Low
Income Household be, for purposes of this Agreement, less
than eighty percent (80%) of the then-current area median
income of the County of Orange.

5.33 “Major Default”’ refers to the material and substantial failure by
(1) Owner to timely meet Owner’'s Facilities Obligations, or (2)
City’s failure to issue Subsequent Development Approvals in
accordance with its obligations under this Agreement, or (3)
either Party to provide the agreed upon cooperation needed to
implement the Public Benefits and/or the development of the
Property pursuant to the New Development Plan, including but
not limited to a failure to comply with the terms of any
Implementing Agreement. For purposes of this Agreement, a
failure by Owner to timely meet Owner’s Facilities Obligations
shall include, but not be limited to, a failure to vote in favor of
the formation of a Financing District if the City takes steps to
form a Financing District, a failure to timely dedicate land for
Public Facilities as required by this Agreement or any
Implementing Agreement, and a dedication of land for Public
Facilities that has a cloud on title or is in a location or condition
that is inconsistent with the requirements of this Agreement or
any Implementing Agreement. This definition is not intended to
expand or limit the legal definition of “materiality,” but only to
establish the agreement of the Parties as to the nature of a
default which could lead to an early termination of this
Agreement.
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5.34 “Minor Default” means a failure by Owner or City to comply with
the terms and conditions of this Agreement which is not a
“Major Default” as defined herein.

5.35 “Moderate Income Household” means persons and families
whose income does not exceed one hundred twenty percent
(120%) of the then-current area median income of the County
of Orange adjusted for family size by the State Department of
Housing and Community Development in accordance with
adjustment factors adopted and amended from time to time by
the United States Department of Housing and Urban
Development pursuant to Section 8 of the United States
Housing Act of 1937, as amended, and California Health and
Safety Code Section 50093, as it may be amended from time-
to-time. In no event, however, shall the maximum annual
income for a Moderate income Household be, for purposes of
this Agreement, less than one hundred twenty percent (120%)
of the then-current area median income of the County of
Orange.

5.36 “Mortgagee” means a mortgagee of a mortgage, a beneficiary
under a deed of trust or any other security-device, a lender, and
their successors and assigns.

5.37 “New Agreement” or “Agreement” shall mean this Development
Agreement between the City and Owner. The terms “New
Agreement” and “Agreement” shall include any amendment
properly approved and executed pursuant to Section 7.5.

0.38 “New Development Plan” means the Existing Land Use
Regulations, this Agreement, the Subsequent Land Use
Regulations to which Owner has consented in writing, and
Subseguent Development Approvals.

5.39 “On-site Housing Unit” means a unit of housing that is
developed as part of the Project and that IS both an Affordable
Unit and located on the Property.

5.40 “Opportunities Study Area” means the approximately 838 acres
of undeveloped land, including the Property, within the City
which is the subject of the General Plan Amendment. Although
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5.41

5.42

543

5.44

5.45

5.46

547

5.48

5.49

the Opportunities Study Area has previously been considered
to include as much as 956 acres within the Greater OSA
Boundaries, only those properties which are the subject of the
General Plan Amendment are considered to constitute the
Opportunities Study Area for purposes of this Agreement.

“OSA Landowners” refers to all owners of property within the
Opportunities Study Area.

“Owner’ refers to USA Portola Properties, LLC, a California
limited liability company, and Owner's successors and assigns
as set forth in Section 14.14.

“Owner’'s Facilities Obligations” refers to the requirement of
Owner to contribute to the City Facilities, the School Facilities,
and the LFTM Improvements, as those terms are defined in this
Agreement (including Section 9.2 and Exhibit “F,” and
attachments thereto), through the payment of City Facilities .
Fees, deposits of funds, and/or dedication of land.

“Owner’'s Vested Right” refers to Owner’'s guaranteed right to
develop the Property as set forth in this Agreement, with
particular reference to Section 8.

The “Parties” means the City and Owner. A “Party” refers to
either the City or the Owner.

“Project” means the development of the Property as set forth in
the New Development Plan.

“Property” means the real property described in Exhibit “A”.

“Public Benefits” refers to those benefits provided to the City
and the community by Owner pursuant to Section 9 and Exhibit
“F” below.

“Public Facilities” refers to the City Facilities, School Facilities,
and LFTM Improvements, as those terms are defined in this
Agreement.
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5.50 "Public Facilities Area of Benefit” refers to the area within both
the City and the 65 dB CNEL Noise Contour depicted in the
pre-2005 Airport Environs Land Use Plan.

9.51 “Reservation of Authority” means the rights and authority
specifically reserved to City which limits the assurances and
rights provided to the Owner under this Agreement. The
Reservation of Authority is described in Section 8.8.

5.52 “Section” refers to a numbered section of this Agreement,
unless specifically stated to refer to another document or

matter.

5.53 “Subsequent Development Approvals” means all Development
Approvals and permits approved, granted, or issued after the
Effective Date for the Project which are required or permitted by
the Existing Land Use Regulations, the Subsequent Land Use
Regulations to which Owner has consented in writing, and this
Agreement.  Subsequent Development Approvals include,
without limitation, all development review approvais required
under the Subdivision Map Act, the City's subdivision ordinance
and/or other provisions of the City Municipal Code, site
development - permits, excavation, grading, building,
construction, encroachment or street improvement permits,
occupancy certificates, utility connection authorizations,
drainage, landscape, or other permits or approvals necessary
for the grading, construction, marketing, use and occupancy of
the Project.

2.54 “Subsequent Land Use Regulations” means thosé Land Use
Regulations which are both adopted and effective after the
Approval Date and which are not included within the definition
of Existing Land Use Regulations. “Subsequent Land Use
Regulations” include any Land Use Reguiations adopted by
moratorium by initiative, City action, or otherwise.

5.55 "Tentative Map” shali mean any tentative map, as defined in the
Subdivision Map Act and the City Municipal Code, for the
Project, including the First Tentative Map(s). With the approval
of any Tentative Map, the City shall identify the conditions that
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shall be satisfied to process an ‘A’ Map and the conditions that
shall be satisfied to process a ‘B’ Map.

5.56 “Term” means the term of this Agreement as set forth in Section
7.2 of this Agreement.

5.57 “Unit” means a dwelling unit or 1,000 square feet of non-
residential space in an area designated by the Land Use
Approvals for residential use, provided that only non-residential
space meeting the definition of “chargeable covered and
enclosed space” in Government Code Section 65995(b)(2) shall
be included in calculating or referring to Units under this
definition. This definition is provided solely for the purposes of
determining the uses which may be built as a part of the Project
and for calculating the City Facilities Fee described in Exhibit F,
and is not intended to allow for conversion of non-residential
uses to residential uses.

5.58 “Very Low Income Household” means persons and families
whose income does not exceed fifty percent {50%) of the then-
current area median income of the County of Orange adjusted
for family size by the State Department of Housing and
Community Development in accordance with adjustment factors
adopted and amended from time to time by the United States
Department of Housing and Urban Development pursuant to
Section 8 of the United States Housing Act of 1937, as
amended, and California Health and Safety Code Section
50105, as it may be amended from time-to-time. In no event,
however, shall the maximum annual income for a Very Low
Income Household be, for purposes of this Agreement, less
than fifty percent (60%) of the then-current area median income
of the County of Orange.

6. EXHIBITS. All exhibits attached to this Agreement are incorporated
as a part of this Agreement. Those exhibits are:

Exhibit | Description
“A” Legal Description of the Property
“B” General Plan Amendment
“C” Area Plan — Table of Contents
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7.

”D”

City's Long-Term Financing and Land Secured Debt
Policy

“E” County and Regional Agency Fees

“F” Public Benefits

“‘G” Affordable Housing Implementation Program

“‘H” Assignment and Assumption Agreement

7.1

7.2

GENERAL PROVISIONS.

Binding Effect of Agreement. This Agreement shall be
recorded against the Property and shail run with the fand. The
Development shall be carried out only in accordance with the
terms of this Agreement. Until released or terminated pursuant
to the provisions of this Agreement or until Owner has fully
performed its obligations arising out of this Agreement, no
portion of the Property shall be released from this Agreement.

Term of Agreement. The Term shall commence on the
Effective Date. The Term shali continue for a period of twenty
(20) years from the Effective Date, subject to the following:

7.2.1  The Term shall be extended for periods equal to the
time during which:

7.2.1.1 Litigation is pending which challenges any
matter, including compliance with CEQA or
any other local, state, or federal law, related in
any way to the approval or implementation of
all or any part of the New Development Plan.
Any such extension shall be equal to the time
between the filing of litigation, on the one
hand, and the entry of final judgment or
dismissal, on the other. All such extensions
shall be cumulative.

7.2.1.2 Any application by Owner for state or federal
regulatory permits and/or approvals required
for the Project has been pending more than
one year after its submittal, beginning on the
366" day following its submittal for approval.
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7.2.2

7.2.3

7.2.1.3 Any other delay occurs which is beyond the
control of the Parties, as described in Section

14.10.

During the Term, certain portions of the Property may
be released from this Agreement as provided
elsewhere in this Agreement.

As provided in Section 7.3 and elsewhere within this
Agreement, the Term may end earlier than the end of
the Term specified in this Section.

7.3 Termination. This Agreement shall be deemed terminated and

of no further effect upon the earlier occurrence of any of the
following events:

7.3.1
7.3.2

7.3.3

7.3.4

7.3.5

Expiration of the Term as set forth in Section 7.2;

Entry of a final judgment setting aside, voiding, or
annuiling the adoption of the ordinance approving this
Agreement;

The adoption of a referendum measure overriding or
repealing the ordinance approving this Agreement;

Completion of the Project in accordance with the terms
of this Agreement, including issuance of all required
occupancy permits and acceptance, as required by
state law, by City, or the applicable public agency, of
all required dedications and the satisfaction of all of
Owner’s obligations under this Agreement; and

As may be provided by other specific provisions of this
Agreement. :

7.4 Effect of Termination. Subject to Section 8.12, upon any

termination of this Agreement, the only rights or obligations
under this Agreement which either Party shall have are:

7.4.1
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The completion of obligations which were to have been
performed prior to termination, other than those which
are separately addressed by Section 12;



7.4.2 The performance and cure rights set forth in Section
12; and

7.4.3 Those obligations that are specifically set forth as
surviving this Agreement, such as those described in
Section 9 and in Sections 11.1 through 11.7 and 14.15.

7.5 Amendment or Cancellation of Agreement. This Agreement
may be amended from time to time or canceled only by the
written consent of both City and Owner in the same manner as
its adoption, as set forth in California Government Code Section
65868. Any amendment or cancellation shall be in a form
suitable for recording in the Official Records of Orange County,
California. = An amendment or other modification of this
Agreement will continue to relate back to the Effective Date of
this Agreement (as opposed to the effective date of the
amendment or modification), unless the amendment or
modification expressly states otherwise.

7.6 Release of Obligations With Respect to Individual Lots Upon
Certification of Occupancy. Notwithstanding any other
provision of this Agreement:

7.6.1  When any individual lot has been finally subdivided
and sold, leased, or made available for lease to a
member of the public or any other ultimate user, and a
certificate of occupancy has been obtained for the
building(s) on the lot, that lot and its owner shall have
no further obligations under and shall be released from
this Agreement.

76.2 Upon the conveyance of any lot, parcel, or other
property, whether residential, commercial, or open
space, to a homeowners’ association, property owners’
association, or public or guasi-public entity, that lot,
parcel, or property and its owner shall have no further
obligations under and shall be released from this
Agreement, provided that this paragraph shall not be
deemed to release any transferee (including a good
faith purchaser) from obligations to pay assessments
imposed in connection with a Financing District.
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No formal action by the City is required to effect this release,
but, upon Owner's request, City shall sign an estoppel
certificate or other document to evidence the release.

7.7 Minor Changes. The provisions of this Agreement require a
close degree of cooperation between the Parties and “Minor
Changes” to the Project may be required from time to time to
accommodate design changes, engineering changes, and other
refinements related to the details of the Parties’ performance.
“Minor Changes” shall mean changes to the Project that are
otherwise consistent with the New Development Plan, and
which do not result in a change in the type of use, an increase
in density or intensity of use, significant new or increased
environmental impacts that cannot be mitigated, or violations of
any applicable health and safety regulations in effect on the
Effective Date.

Accordingly, the Parties may mutuaily consent to adopting
“Minor Changes” through their signing of an “Operating
Memorandum” reflecting the Minor Changes. Neither the Minor
Changes nor any Operating Memorandum shall require public
notice or hearing. The City Attorney and City Manager shall be
authorized to determine whether proposed modifications and
refinements are “Minor Changes” subject to this Section 7.7 or
more significant changes requiring amendment of this
Agreement. The City Manager may execute any Operating
Memorandum without City Council action.

7.8 Term of Map(s) and Other Project Approvals.

7.8.1  Subdivision Maps. Pursuant to Government Code
Section 66452.6, the term of all subdivision or parcel
maps that are approved for all or any portion of the
Property shall be extended to a date coincident with
the Term and, where not prohibited by State law, with
any extension of the Term.

7.8.2 Site Development Permits and Area Plans. Site
Development Permits and Area Plans for the Project
shall have terms that coincide with the term of the
subdivision or parcel map for the portion of the
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7.8.3

7.8.4

Property to which a particular Site Development Permit
or Area Plan pertains.

Other Development _Approvals. Pursuant to

Government Code Section 65863.9, any and all other
Development Approvals for any portion of the Project
shall automatically be extended for a term ending
concurrently with the applicable tentative maps for the
Project. Pursuant to Section 7.8.1, those terms shall
be the same as the Term of this Agreement.

Decisions _of Development Services Director. Any
decision of the Development Services Director with
respect to Subsequent Development Approvals may
be appealed to the City's Planning Commission
pursuant to Section 2.04.100(D) of the Lake Forest
Municipal Code. Decisions of the Pianning
Commission on appeal may be appealed to the City
Council pursuant to Section 2.04.100(E) of the Lake
Forest Municipal Code.

7.9 Relationship of City and Owner. The contractual relationship

between City and Owner arising out of this Agreement is one of
independent contractor and not agency. This Agreement does
not create any third-party beneficiary rights.

7.10 Notices. All notices, demands, and correspondence required or
permitted by this Agreement shall be in writing and delivered in
person or mailed by first class or certified mail, postage
prepaid, addressed as follows:

If to City, to:

City of Lake Forest

25550 Commercentre Drive
Lake Forest, California 92630
Attn: City Manager

With a copy to:

Scott C.

Smith

Best Best & Krieger LLP
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5 Park Plaza, Suite 1500
Irvine, California 92614

If to Owner, to:

- USA Portola Properties, LLC
610 West Ash Street, Suite 1500
San Diego, CA 92101
Attn: Kim Kilkenny

AND

USA Portola Properties, LLC

270 Newport Center Drive, Suite 200
Newport Beach, CA 92660

Attn: Jim Baldwin

With a copy to:

Weston Benshoof

333 South Hope Street, 16th Floor
Los Angeles, CA 90071

Attn: Nicki Carlsen

Jim Baldwin
270 Newport Center Drive, Suite 200
Newport Beach, CA 92660

AND

Al Baldwin
280 Newport Center Drive, Suite 240
Newport Beach, CA 92660

City or Owner may change its address by giving notice in
writing to each of the other names and addresses listed above.
Thereafter, notices, demands, and correspondence shall be
addressed and transmitted to the new address. Notice shall be
deemed given upon personal delivery or, if mailed, two (2)
business days following deposit in the United States mail.

7.11 Original City Agreement. Except as provided below and in
Section 8.8, upon the Effective Date, the Original City
Agreement shall no longer be of any force or effect with respect
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to the Property. This Agreement shall supersede the Original
City Agreement only as to the Property, and shall not affect the
Original City Agreement if and to the extent that it applies to
properties other than the Property.

Should this Agreement be invalidated pursuant to Section 7.3.2
or 7.3.3, the Original City Agreement shall be reinstated
retroactively to the Effective Date and shall be deemed o have
been continuously in effect. Under such circumstances, the
term of the Original City Agreement shall not be suspended or
tolled and shall continue as if the Original City Agreement was
never superseded. Owner’s obligations under the Original City
Agreement, however, shall be deemed to have been
suspended and tolled from the Effective Date until the date of
termination of this Agreement (the “Tolling Period”). The time
for Owner to perform any obligation under the Original City
Agreement which should have been performed during the
Tolling Period shall be extended for a period of time equal to
the duration of the Tolling Period.

7.12 Waiver of Right to Protest. Execution of this Agreement is
made by Owner without protest. Owner knowingly and willingly
waives any rights it may have under Government Code Section
66020 or any other provision of law to protest the imposition of
any fees, dedications, reservations, or other exactions imposed
on the Project as authorized by this Agreement.

8. DEVELOPMENT OF THE PROPERTY.

8.1 Owner's Vested Right. Owner shall have the vested right to
complete Development of the Property in accordance with the
New Development Plan as provided in this Agreement
("Owner's Vested Right’). To enable Owner to complete the
Project, Owner's Vested Right shall include, but not be limited
to, the rights to (1) develop a minimum of 904 residential units
and a maximum of 930 residential units and a minimum of
30,000 square feet of commercial space and a maximum of
40,000 square feet of commercial space, including appurtenant
facilities, as permitted by the New Development Plan, (2) the
timely issuance by the City of all Subsequent Development
Approvals, and (3) the timely taking by the City of such other
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actions that are (i) requested by Owner and (ii) consistent with
the terms of this Agreement. Where the New Development
Plan permits the development of some or all of the Property
within a specified range of dwelling units or commercial square
footage, Owner’s Vested Right shall include the right to develop
to the greater of: (i) the minimum number of dwelling units
and/or commercial square footage permitted by the General
Plan Amendment; and (ii) any greater number of dwelling units
and/or commercial square footage approved by City Council
subsequent to the execution of this Agreement, provided that (i)
Owner can comply with all development standards contained in
the New Development Plan and (ii) the Project does not exceed
the development limits set forth in the General Plan
Amendment and First Tentative Map(s) for the Property as a
whole.

Owner's Vested Right shall be subject to the Reservation of
Authority set forth in Section 8.8 and all provisions of this
Agreement, and may not be modified or terminated except as
expressly provided by this Agreement.

8.2 Planning Flexibility. Owner shall have the right to transfer
residential units from the Mixed Use land use designation to the
Medium Density Residential land use designation and the right
to transfer residential units from the Medium Density
Residential land use designation to the Low Density Residential
land use designation, provided that the maximum number of
residential units shall not exceed the maximum number of
residential units authorized in Section 8.1 of this Agreement or
the First Tentative Map(s). The land use designations
referenced in this Section 8.2 are those set forth in the General
Plan, as amended by the General Plan Amendment.

8.3 Governing Land Use Regulations. The Land Use Regulations
applicable to the Project and the Property shall be those
contained in the New Development Plan. An amendment or
other modification of this Agreement will not change these
applicable Land Use Regulations unless the amendment or
modification expressly provides otherwise. Subsequent Land
Use Regulations shall not apply to the Property except as
authorized in Section 8.8 of this Agreement, unless the Owner
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and the City mutually agree in writing that the Project will be
subject to one or more Subsequent Land Use Regulations. To
the extent of any inconsistency between this Agreement and
any provision of the City's subdivision ordinance (comprising
Title 7 of the Lake Forest Municipal Code), this Agreement shall
control.

Nothing contained in this Section shall be deemed to authorize
City to withhold any building permit, approval, and/or certificate
of occupancy based on Owner’s failure to comply with any Land
Use Regulation that is not applicable to the Project because of
this Agreement.

8.4 Permitted Uses. Except as otherwise provided within this
Agreement, the permitted uses on the Property shall be as
provided in the New Development Plan.

8.5 Density and Intensity; Requirement for Reservation and
Dedication of Land. Except as otherwise provided within this
Agreement, the density and intensity of use for ail Development
on the Property, and the requirements for reservation and
dedication of land, shall be as provided in the New
Development Plan.

8.6 Consideration of First Tentative Map(s). Notwithstanding any
contrary provision of the Land Use Regulations or this
Agreement, the First Tentative Map(s) shall include the entire
Property and must be approved by City Council.

8.6.1 In addition to the contents required by the Land Use
Regulations, an application for the First Tentative
Map(s) approval shall also include the First Tentative
Map(s) Submittal Package.

8.6.2 Subject to the City’'s review and approval, Owner
agrees to implement and construct improvements
based on the results of the studies identified in Exhibit
“C” for the following study subjects:

a. Access from Northeast Area of Project to Glenn
Ranch Road;

ORANGE\SSMITH\6303. 1825



b. Intersection of Millwood Road and Saddleback
Ranch Road;

¢. Expanded Sidewalk along Saddleback Ranch Road;
d. Trail Connection to Aliso Creek Trail, and

e: Free Right Turn from Saddieback Ranch Road to
Glenn Ranch Road

8.7 Unit Counts to be Determined with Approval of First Tentative
Map(s). The City Council will, concurrently with the approval of
the First Tentative Map(s), determine the specific number of
Units which may be built as part of the Project in accordance
with Owner’'s Vested Right set forth in Section 8.1 of this
Agreement. In order for the City to make this determination,
Owner shall submit the First Tentative Map(s) Submittal
Package, concurrently with its application for the First Tentative

Map(s).

8.8 Reservation of Authority. The following Land Use Regulations
or Subsequent Land Use Regulations shall apply to the
Property and the Project, provided that the City Council’s
determination in subsection (i) shall be considered an Existing
Land Use Regulation implementing the Unit range approved in
the General Plan Amendment:

8.8.1  Processing fees and charges imposed by the City to
cover the City's estimated or actual costs of reviewing
and processing applications for the Project, providing
inspections, conducting annual reviews, providing
environmental analysis, or for monitoring compliance
with this Agreement or any Development Approvals
granted or issued, provided such fees and charges are
in force and effect on a general basis on the date of
filing such applications with the City. This Section shall
not be construed to limit the authority of City to charge
its then-current, normal and customary application,
processing, and permit fees for Subsequent
Development Approvals, building permits and other
similar permits, which fees are designed to reimburse
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8.8.2

8.8.3

8.8.4
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City's expenses attributable to such application,
processing, and permitting and are in force and effect
on a City-wide basis at such time as the Subsequent
Development Approvals and permits are granted by
City, notwithstanding the fact that such fees may have
been increased by City subsequent to the Effective
Date;

Procedural regulations relating to hearing bodies,
petitions, applications, notices, findings, records,
hearings, reports, recommendations, appeals, and any
other matter of procedure;

The following, provided that (i) they are uniformly
applied to all development projects within the City and
(i) are not applied retroactively to any Development
Approval issued before their adoption or amendment:

8.8.3.1 Uniform codes governing engineering and
construction standards and specifications
adopted by the City pursuant to state law.
Such codes include, without limitation, the
City's adopted version of the Uniform
Administrative Code, California Building Code,
California  Plumbing  Code, California
Mechanical Code, California Electrical Code,
and California Fire Code;

8.8.3.2 Locai amendments to those uniform codes
which are adopted by the City pursuant to
state law, pro