SETTLEMENT AND RELEASE AGREEMENT
January 27

_ - This Settlement and Release Agreement (“Agreement” hereinafter) dated Ectober

2009 2888 is entered into by and among Sober Living by the Sea, Inc. (“Sober Living”
hereinafter), F.G., an anonymously named individual, JW., an anonymously named individual
S.B., an anonymously named individual, and B.H., an anonymously named individual
{(hereinafter, Sober Living and said four anonymously named individuals are collectively referred
to as “Claimants”) and the City of Newport Beach, a charter city and municipal corporation, and
Edward D. Selich, Leslie J. Daigle, Michael L. Henn, Steven Rosansky, Don Webb, Nancy
Gardner and Keith D. Curry, in their capacity as members of City’s City Council (collectively
referred to as “City” hereinafter). Claimants and City are collectively referred to as “Parties.”
This Agreement is enterad into in reference to the following Recitals which Parties agree are
accurate to the best of their knowledge or belief.

RECITALS

_ A. On.February 13, 2007, City's Council adopted its Resclution No. 2007-10,
initiating an amendment to Title 20 of City's Municipal Code fo revise land use classifications
and definitions related to group residential uses. :

B. On April 24, 2007, City’s Council adopted its Ordinance 2007-8 which imposed a
temporary moratorium on the establishment of most new group residential uses and directed the
City’s Planning Department, in cooperation with the City Attorney, to analyze the extent and .
effectiveness of regulatory controls affecting group residential uses.

C. The period of the moratorium referred to in Recital B above was extended by
~ City's Council's Ordinance Nos. 2007-10 and 2007-16 and was for the most part superseded by
the provisions of Ordinance No. 2008-05 discussed below.

D. On January 8, 2008, City’s Council conducted a public hearing on a proposed
ordinance modifying City's code provisions regulating group residential uses in the Clty and,
thereafter, conducted first reading of Ordinance No. 2008-05.

E.  On January 22, 2008, City's Council passed Ordinance No. 2008-05, WhICh
among other things, included provisions requiring then current operators of certain residential
care facilities (defined in the Ordinance) in R-1, R-1.5 and R-2 Zones to obtain use permits to:
continue those operations at those locations or seek alternate forms of relief provided in the
Ordinance or abate those operations within defined time periods.

F. Sober Living is a California Corporation and an indirect wholly-owned eubsidiary
of CRC Health Group, Inc., a Delaware Corporation.

G. City of Newport Beach is a municipal corporation and Charter City under the laws
of the State of California.

H. At the time of the passage of City's Ordinance No. 2008-05- Sober lemg
operated alcoholism and drug abuse treatment and recovery facilities licensed by the California
Department of Alcohol and Drug Programs ("ADP”) (the “Licensed Facilities”) and non-treatment
residential facilities not required to. be licensed (“Sober Living Homes"). The ADP-licensed
treatment facilities are hereinafter referred to as Licensed Facilities and the non-licensed non-
treatment facilities are referred to as Sober Living Homes. Sober Living was operating these
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Ordinance’s Use Permit process do not constitute agreements for the purposes of this
paragraph.

The three provisions are:

(a) An allowance of a percentage increase greater in bed counts greater than 30%
above the number operated by the Operator at the time of the agreement;

(b) Dispersion (i.e. one building per block and no facilities on streets facing each other)
more concentrated than for SLBTS under the terms of this Agreement; and

(c) Distancing from public elementary schools and large licensed day care that is less
than for SLBTS under the terms of this Agreement.

2. The City shall respect and adhere to the exemption in California Health and
Safety Code §11834.23 that directs that the City apply the same building, fire, and other related
codes to Facilities with six or fewer clients as it does for any single-family residential property
provided that:

(a) The exemption is not repealed or otherwise invalidated by an appellate court
decision;

(b) The exemption is being applied to a single family dwelling unit (including
condominiums) or a duplex;

(c) SLBTS does not place non-ambulatory residents in their facilities; and

(d) SLBTS does not accept referrals or placements within a SLBTS home for protective
social care and supervision services by any governmental agency.

3. This Agreement, and, more specifically, these Applicable Regulations obviate the
need for and shall supersede the processing or issuance of any Use Permit or Use Permits
concerning Sober Living's operations in the City.
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Licensed Facilities and Sober Living Homes in residential and Specific Plan zones in that area
of City described as the Peninsula, Lido Isle, West Newport and Newport Shores (the
“Peninsula Zone” as shown on Exhibit A). Sober Living had the capacity to house 238 clients
in that area at one time during 2007. “Facility” or "Facilities” means a residential unit used or
occupied by persons in recovery from alcoholism and or drug abuse. Facilities may be
“Licensed Facilities” or “Sober Living Homes.” As used in this Agreement, all Facilities
constitute “residential care facility” uses within the context of the City’s zoning ordinance.

L On February 22, 2008, Claimants filed an action entitled Sober Living By The
Sea, Inc., et al. v. City of Newport Beach, a municipal corporation, et al., United States District
Court, Central District of California, Case No. SACV08-00200 JVS (RNBx) ("the Action’
hereinafter), asserting, among other things, that Ordinance No. 2008-05 discriminated against
Claimants on its face, viclated State of California and federal housing laws and monetarily -
damaged Sober Living’s property interests. City has denied and continues to deny all such
assertions and allegations and has asserted and continues to assert that Ordinance No. 2008-
05 is not discriminatory and does not violate any state or federal law. :

J. In the context of the Action, Claimants filed a motion for the issuance of a
preliminary injunction precluding City from applying the provisions of Ordinance 2008-05 to
Claimants. That motion was granted in part and denied in part,. Claimants have filed a notice
of appeal pertaining to that portion of the Court's ruling denying their motion for a preliminary
injunction. ' o

K. Sober Living has filed with City and there are now pending nineteen (19) use
permit applications seeking to continue operations of some of its Facilities. .

_ L. Sober Living aiso filed a complaint with the U.S. Department of Housing and
Urban Development, asserting among other things, that Ordinance No. 2008-05 violates federal
housing laws (“H.U.D. Complaint’ hereinafter). City has responded by denying ail such
allegations and providing H.U.D. with materials pertaining to the passage of Ordinance No.
2008-05. The H.U.D. Complaint has been forwarded to the United States Departiment of Justice
for further action. - :

M. The Parties have engaged in a mediation process concerning the circumstances
described hereinabove and, as a result thereof, now desire to resolve all of the issues raised in
the Action and the H.U.D. Complaint and enter into this Agreement, to FINALLY, FULLY,
COMPREHENSIVELY AND CONCLUSIVELY settle the Action and to request of the
Department of Justice that no further action be taken on the H.U.D. Complaint as well as all
underlying and related contentions and aliegations, by and through the passage of an ordinance
which would approve a Zoning implementation and Public Benefit Agreement (*Zoning
Agreement” hereinafter) substantially identical to that document attached hereto as Exhibit B.
The Parties understand that the approval of the Zoning Agreement is subject to the:

(i) Conduct of public hearings required by law and the open and unbiased application of
City’s police powers to its Planning Commission’s and its Council’s consideration of that
approval; the '

(i) Referendum power of the City’s electorate, and a -

_{iii) Legal challenge by any interested party.
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N. This Agreement permits Sober Living to operate up to 156 beds for Licensed
Facilities or Sober Living Homes in the Peninsula Zone and, upon dispersion of the 156 beds
per the Zoning Agreement up to an additional 48 beds of such facilities in those areas of the city
outside of the Peninsula Zone and zoned for multi-family residential purposes or any other
zones permitting multiple residential use pursuant to the Zoning Agreement.

- Q. Sober Living's operations of the aforesaid Licensed Facilities and Sober lemg
Homes are to be governed by the Zoning Agreement when it becomes effective. :

NOW, THEREFORE in consideration of the above Regitals, covenants and agreements _
therein, the Parties agree as follows:

SETTLEMENT
1. DEFINITIONS.

As used herein, the term “Claims” means all claims, charges, liabilities, damages,
obligations, costs, expenses (including without limitation attorneys’ fees), rights of action and
causes of action of any kind, legal or equitable, whether known or unknown, anticipated or
unanticipated, past, present or future, contingent or fixed, existing, claimed to exist or which
may hereafter exist under the United States Constitution, the California Constitution, applicabie
common law, contract, tort or other federal, state, local, or municipal law or regulation, relating
in any way to the facts and circumstances that give rise to the Action and the H.U.D. Complaint,
whether said facts and circumstances occurred prior to or after the filing of the Actlon or the
H.U.D. Complaint.

2. REPRESENTATIONS AND WARRANTIES.

A. Each party hereby represents and warrants that:

(i) It has the power and authority to enter this Agreement end the
attached Zoning Agreement.

(i) None of the Claims released hereunder have been in the past or
will in the future be ass:gned conveyed, or transferred in any fashion to any other person and/or
entity.

B. The Claimants hereby agree that they shall indemnify and defend and
hold the City and its elected and appointed officials, boards, commissions, officers, agents,
attorneys, representative, and employees, harmless from any and ali liability, loss, expense,
damage, or claims which may arise directly or indirectly from or in connection with any
allegation that the warranties and representations made in this section are false and/or for the
breach of any of the terms and conditions of this section.

.. C. City hereby agrees that it shall indemnify and defend and hold harmless
Claimants and their officers, agents, attorneys, representatives and employees harmless from
any and all liability, claims, expense, damage, or claims which may arise directly or indirectly
from or in connection with any obligation that the warranties and registrations made by City on
their side are false and/or for the breach of any of the terms and conditions of this section.
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D. Nothing herein shall be deemed as a waiver or release of the warrant:es
representations, rights and obligations as set forth in this section. o
3. TERMS OF SETTLEMENT.
A City Obligations.
(i) Nothing in this Agreement is intended to or shall have the Iawfﬁl

effect of contracting away the City's zoning authority or any other aspect of the City's police
power. City Staff and the City Council have previously reviewed the terms and conditions of the
Zoning Agreement, and have concluded that pursuant to the State law and the City Municipal
Code, City Staff may lawfully present the Zoning Agreement to the City’s Planning Commission
and City Council for approval or disapproval, subject to duly noticed hearings. City Staff-has
further preliminarily concluded that no CEQA analysis shall be required to be completed pr:or to
the City considering approval of the Zoning Agreement.

(i) The City shall schedule public hearings on the ordinance which, if
adopted, would approve the Zoning Agreement. If the City Council fails to approve the
ordinance within thirty (30) days following conclusion of the public hearings thereon th|s '
Agreement shall be of no further force or effect on the thirty-first (31 day.

(iii) At City’s sole and absolute discretion, City shall timely file a Notice
of Determination, Notice of Exemption, or other appropriate CEQA notice if the ordinance
approving the Zoning Agreement is passed, and shall pay the cost of any environmental
assessment, negative declaration or environmental impact report that is determined to be
required.

B. Claimants’ Obligations.

(i) Claimants and each of Claimants’ agents shall not oppbse the
City's approval of the Zoning Agreement and shall support, both verbally and in writing, if
reguested by the City, the City’s approval of the Zoning Agreement ("Support Covenant”).

(i) Claimants shall not file any lawsuits, administrative ‘appeals
pursuant to the City’s Municipal Code, or take any other action.whatsoever, in whatever shape
or form, to challenge, appeal, or otherwise seek to influence in any respect, appreval of the
Zoning Agreement, with the sole exception of the Support Covenant as set forth in the
immediate preceding Paragraph 3B(i}, unless it is necessary to support or defend the vahdity of
the Zoning Agreement or this Agreement.

(iii} Claimants shall notify HUD and DOJ in writing that the [awsu:t has
been stayed pending the processing of a potential settlement. :

C.  General Obligations of All Parties.

The Parties will use their best efforts and cooperate as necessary in
performlng and implementing this Agreement in good fatth '
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4. GENERAL RELEASE.

A General Release and Discharge of Claims by Claimants. Upon the
Effective Date of this Agreement, Claimants, and each of them, for themselves and all of their
predecessors, SUCCessors, assigns, representatives, attorneys, employees, officers, and agents,
do hereby.-fully and forever release and discharge the City, and all of its predecessors,
successors, assigns, representatives, attorneys, agents, elective and appointive council
members, council boards, commissions, commissioners, officers, employees (hereinafter
-coliectively all persons and entities will be referred to as "City Released Persons”), of and from
any and all actions, Claims, demands, rights, damages, costs, litigation expenses, attorneys .
fees, expert fees, consultant fees, other fees, interest, lost profits and earnings, diminution in the
value of the business, loss of past, current, future and subsequent business and patronage, the
value of the leasehold interest, the loss of goodwill, any inverse condemnation claims, any
claims for the taking of property, any other damages, costs or expenses arising from any and all
actions of the City Released Persons and compensation of any nature whatsocever, which
claimants have or may hereafter accrue, including without limitation, any and all known and
unknown, foreseen and unforeseen claim, damage and injury, relating to, or in any way, directly
or indirectly, involving or arising out of any facts or curcumstances related to the Action or the
H.U.D. Complaint. :

B. General Release and Discharge of Claims by City. Upon the Effective
Date of this Agreement, City, and each of them, for themselves and all of their predecessors,
successors, assigns, representatives, attorneys, employees, officers, and agents, elective and
appointive council- members, council boards, commissions, and commissioners do hereby fully
and forever release and discharge the Claimants, and all of their predecessors, successors,
assigns, representatives, attorneys, agents, officers, directors and employees (hereinafter
collectively all persons and entities will be referred to as "Released Persons”), of and from any
and all actions, claims, demands, rights, damages, costs, litigation expenses, attorneys fees,
expert fees, consultant fees, other fees, interest, lost profits and earnings, any other damages,
costs of expenses arising from any and all actions of the Released Persons and compensation
of any nature whatsoever, which they have or may hereafter accrue, including without limitation,
any and all known and unknown, foreseen and unforeseen claim, damage and injury, relating to,
or in any way, directly or indirectly, involving or arising out of any facts or circumstances related
to the Action or the H.U.D. Complaint.

C. Waiver of Claims. It is the intention of the Parties, in executing this

Agreement and receiving the consideration recited herein, that this Agreement will be effective
as a full and final accord and satisfaction and general release of all Claims, debts, damages,
fiabilities, demands, obligations, costs, expenses, disputes, actions or causes of action, that the
Parties may have against each other by reason of any acts, circumstances or transactions
relating in any way to the Action or the H.U.D. Complaint and occurring before the date of this
Agreement. In furtherance of this intention, the Parties hereby acknowledge that they are
familiar with California Civil Code §1542 and that they hereby expressly waive the protection of
that section, which provides as follows: .

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO
EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING
THE RELEASE, WHICH IF KNOWN BY HIM OR HER MUST
HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT
WITH THE DEBTOR.
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_ The Parties each waive and relinquish any right or benefit that they have or may have
under California Civil Code §1542. That is, the Parties shall not invoke the benefits of California
Civil Code §1542, or any such simitar law, to prosecute any Claims released hereunder. In
connection with such waiver and agreement, each of the Parties acknowledge that they are
aware that they or their attorney may hereafter discover Claims or facts or legal theories in
addition to or different from those which they know or believe to exist with respect to the Action
or H.U.D. Complaint, but that it is the intention hereby to fully, finally, and forever settle and
release all of the Claims, known or unknown, suspected or unsuspected, which do now exist,
may exist, or heretofore have existed by reason of any acts, circumstances, facts, events, or’
transactions relating in any way to the Action or the H.U.D. Complaint before the date of this
Agreement. It is expressly acknowledged and understood by the Parties to this Agreement that
the Parties separately bargained for the foregoing waiver of the provisions of §1542 of the
California Civil Code. The Parties consent that this release shall be given full force and effect in
accordance with each and all of the express terms and provisions, including those terms and
provisions related to such unknown and unsuspected claims, demands, and causes of action
relating in any way to or arising out of the facts and circumstances underlying or connected with
the Action or the H.U.D. Compiaint, :

D. Representations and Warranties. Each Party represents and warrants to
the other that, except as otherwise expressly provided in this Agreement, they are not relying on
any representation whatsoever, whether express or implied, including without limitation,
representations of fact or opinion made by or on behalf of the Parties herein. :

5. DISMISSAL OF THE ACTION AND WITHDRAWAL OF SUPPORT OF THE |
H.U.D. COMPLAINT.

Within five business days after the Effective Date, as defined below, Sober Living
shall take the following actions:

A Sober Living shall dismiss the Action in its entirety without
prejudice and shall dismiss or abandon without prejudice the appeal taken from the order
partially granting and partially denying Sober Living’s motion for a preliminary injunction; and

B. Sober Living shall, affirmatively request that H.U.D. and the United
States Department of Justice take no further action based upon the HUD compiaint. Should a
federal process continue thereafter, Scober lemg shall participate therein only to the extent
reguired by law.

In the event that litigation is instituted to challenge this Agreement or the Zoning
Agreement on a date subsequent to the Effective Date and .that litigation results in this
Agreement or the Zoning Agreement being finally held to be invalid by the entry of Judgment by
a Court of competent jurisdiction after the exhaustion of all available appeals and petitions,
Sober Living shall be afforded the opportunity within 90 days of the date of entry of that
Judgment -to refile the Action, fo begin fully participating in the processing of the H.U.D.
Complaint or file a new complaint with H.U.D. and to recommence the processing of use permit
applications without being impeded in any way by the passage of time from the date of City's
Council's approval of this Agreement to the expiration of said 90 day period.
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6. EFFECTIVE DATE OF AGREEMENT
This Agreement shall not become effective, and except as set forth in Subsection
C of this Section 6 and Section 7, neither party shall have any rights or obligations hereunder
until the “Effective Date,” _ o '

A. Effective Date of this Agreement. This Agreement shail become effective

on.

_ i The 91% day after the City Council's passage of the ordinance
approving this Agreement, or :

1) If a referendum or other elective chalienge to the ordinance
approving this Agreement qualifies to be placed on the ballot, then on the 31% day after the City
Clerk certifies that the referendum or other elective challenge has failed to pass, or -

i, If litigation is instituted to challenge this Agreement prior to the
Effective Date, established in accordance with 6.A i. and ii above, then on the 31% day after the
litigation is terminated, the time for appeal has expired, and the legal challenge has been
unsuccessful.” '

B.  Temm. The term of this Agreement (the “Term”) shall commence on the
Effective Date and shall expire at the conclusion of the 25" year thereafter.

C. Stay of Ordinance 2008-05 Pending Effective Date. Prior to the effective
date of the ordinance adopting this Agreement, or that date upon which it becomes clear that

there shall be no Effective Date, whichever is later, the Operator’s use permit process shall be .
tolled, and the City shall not otherwise enforce the provisions of Ordinance 2008-5.

7. ACTIONS PENDING EFFECTIVENESS OF THIS AGREEMENT

The Parties agree that prior to the Effective Date, the Parties shall jointly seek to
maintain stays of the Action, both in the Appellate and District courts. During this same period
of time: (i) Claimants shall not take any action to affirmatively cause the HUD Complaint to be
prosecuted; (i) City shall not enforce any provision of Ordinance No. 2008-05 against
Claimants; (i) Sober Living shall agree to abide by the terms of Exhibit B to the Zoning
Agreement within 30 days after execution of this Agreement. '

8. MISCELLANEQOUS PROVISIONS.

A This Agreement shall be governed and interpreted in accordance with the
laws of the State of California. Each party hereto agrees that the laws of the State of California
shall apply and that any action brought hereunder shall be subject to the laws and statutes of
the State of California except as expressly provided for in the Zoning Agreement. The venue of
any legal challenge to this Agreement or the Zoning Agreement shall be the Superior Court of
California for Orange County or the United States District Court for the Central District of
California — Southern Division. : '

B Integrated Agreement. This Agreement and the exhibits attached hereto
contain the entire understanding and agreement between the Parties. No other representations,
covenants, undertakings, or other prior or contemporanecus agreements, oral or written,
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8. EFFECTIVE DATE OF AGREEMENT

This Agreement shall not become effective, and except as set forth in Subsection :
C of this Section 6 and Section 7, neither party shall have any rights or obligations hereunder
until the “Effective Date,” :

A.  Effective Date of this Agreement: This Agreement shall become effective -

an.

i. The 91% day after the City Council's passage of the ordinance
approving this Agreement, or :

ii. If a referendum or other elective challenge to the ordinance
approving this Agreement gualifies to be placed on the ballot, then on the 31% day after the City
Clerk certifies that the referendum or other elective challenge has failed to pass, or '

iii. If litigation is instituted to chalienge this Agreement prior to the
Effective Date, established in accordance with 6.A i. and i above, then on the 31 day after the
-~ litigation is terminated, the time for appeal has expired, and the legal challenge has been
unsuccessful. :

_ B. Term. The term of this Agreement (the “Term”) shall commence on the
Effective Date and shall expire at the conclusion of the 25" year thereafter.

C. Stay of Ordinance 2008-05 Pending Effective Date. Prior to the effective
date of the ordinance adopting this Agreement, or that date upon which it *hecomes” clear that
there shall be no Effective Date, whichever is later, the Operator's use permit process shall be
tolled, and the City shall not otherwise enforce the provisions of Ordinance 2008-5.

7. ACTIONS PENDING EFFECTIVENESS OF THIS AGBI_E_EMENT

The Parties agree that prior to the Effective Date, the Parties shall jointly seek to
maintain stays of the Action, both in the Appellate and District courts. During this same period
of time: (i) Claimants shall not take any action to affirmatively cause the HUD Complaint to be
prosecuted; (i) City shall not enforce any provision of Ordinance No. 2008-05- against
Claimants; (i) Sober Living shall agree to abide by the terms of Exhibit B to the Zoning
Agreement within 30 days after execution of this Agreement.

8. MISCELLANEQUS PROVISIONS.

A This Agreement shall be governed and interpreted in accordance with the
laws of the State of California. Each party hereto agrees that the laws of the State of California .
shall apply and that any action brought hereunder shall be subject o the taws and statutes of
the State of California except as expressly provided for in the Zoning Agreement. The venue of
any legal challenge to this Agreement or the Zoning Agreement shall be the Superior-Court of
California for Orange County or the United States District Court for the Central District: of
California — Southern Division.

B Integrated Aareement. This Agreement and the exhibits attached hereto
contain the entire understanding and agreement between the Parties. No other representations,
covenants, undertakings, or other prior or contemporaneous agreements, oral or written,
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respecting such matters, which are not specifically incorporated herein, shall be deemed in any
way to exist or bind any of the Parties hereto. The Parties hereto acknowledge that this
Agreement has been executed without reliance upon any such promise, representation, or
warranty not contained herein.

C. Modification. No supplement, modification or amendment of this

Agresment shall be binding unless executed in writing by all of the Parties. No waiver of any of

the provisions of this Agreement shall be deemed to constitute a waiver of any other provision

whether or not simitar, nor shall any waiver constitute a contlnu:ng waiver. No waiver shall be
binding unless executed in writing by the Partles

D. Binding on Successors. This Agreement and the covenants and
conditions contained herein shall obligate, bind, extend o and inure to the benefit of the Parties
and each of their respective successors in interest, inciuding, but not limited to, their
- administrators, - executors, owners, partners, officers, directors, shareholders, legal
representatives, assignees, attorneys, successors, and agents or employees of the Parties
hereto. Prior to assigning any rights or obligations Claimants have with respect to this
Agreement and the Zoning Agreement to a third party, Claimants shall obtain written
confirmation and deliver to City that such assignee shall be bound by the terms of this
Agreement and that such Assignee shall also be entitled to receive the benefits of this
Agreement and the Zoning Agreement.

' E. Representation. The Parties affirmatively represent that they have been
represented by counsel of their own choosing. They have read this Agreement and have had
the terms used herein and the consequences thereof explained by their attorneys of choice.

F. Construction. This Agreement shall not be construed against the Party
preparing it, but shall be construed as if all Parties jointly prepared this Agreement. Any
uncertainty and ambiguity shall not be interpreted against any one Party. Language in all parts -
of the Agreement shall be in all cases construed as a whole according to its plain meaning.

G. Attornevs’ Fees and Costs. All attorneys’ fees, expert fess and costs

incurred through the date of this Agreement that relate in any way to the Action, the H.U.D.

Complaint or the Zoning Agreement, the negotiation or preparation of this Agreement or any

‘action called for herein, shall be borne by the respective Parties and each Party agrees to waive

any claim, or claims, against any of the other Parties for the reimbursement of all, or any portion

of said fees or costs. Should suit be brought to enforce or interpret any part of this Agreement,
the prevailing party shall be entitled to recover attorneys’ fees and related costs.

H. No Admission of Liability. This Agreement and the releases contained
herein and the consideration referred to herein are done to save litigation expense and to effect .
- the compromise and settlement of claims and defenses which are denied, disputed, and
contested. Nothing contained herein shall be construed as an admission by any Party of any
- liability of any kind to any other Party. The Parties agree that each Party expressly denies that it
is in any way liabie or indebted to any other Party and no person interpreting this Agreement
shall be able to infer that any Party has engaged in any conduct giving rise to llablllty to any
other Party.

I Gender Neutral. Whenever in this Agreement the context may so require,
the masculing, feminine and neutral genders shall be each deemed io include the other and the
singular and the plural shall refer to one another.




Settlemant Agreement
Page 9 of 13

J. Counterparts. This Agreement may be executed in . duplicate
counterparts, each of which shall be deemed an original and all of which shall constitute an
agreesment to be effective as of the date of signing. Further, signatures transmitted and
memorialized by facsimile shall be deemed to have the same weight and effect as an original
signature. The Parties may agree that an original signature will be substituted at some later
time for any facsimile signature.

K. Captions and Interpretations. The paragraph titles and captions are
inserted in this Agreement as a matter of convenience. As such, the paragraph fittes or
captions are not intended to define or describe the scope of any prowsmn

L. invalid Clause May Be Severed. !f any provision, clause, or part of the
Agreement is adjudged illegal, invalid or unenforceable, the balance of this Agreement shall
remain in full force and effect. :

: M. Survival of Warranties and Representatives. The warrantles and
representatlons made in this Agreement are deemed to survive the execution of this Agreement.

N. Conflict. In the event of conflict between this Agreement and the
attaching Zoning Agreement, the latter shall prevail. g

Q. BY SIGNING THIS AGREEMENT, THE PARTIES CERTIFY THAT THEY
HAVE READ IT, THAT THEY HAVE CONSULTED WITH THEIR LEGAL COUNSEL ABOUT
ITS EFFECT, AND THAT THEY FULLY UNDERSTAND IT.

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed as of

the date first above written and their attorneys have indicated their approval as to form by their
respective signatures in the appropriate spaces below.

[SIGNATURES ON FOLLOWING PAGES]
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CLAIMANTS:
SOBER LIVIN { AIHE SEA, INC.
By: <(__,—
Name °
Kevin Hoo csE, Cmer S nNANCIAL OFF"“
oo Title :
Dated: ” ‘ 4’) Qo

BURKE, WILLIAMS AND SORENSEN LLP
ATTORNEYS FOR CLAIMANTS
ON BEHALF OF F.G., JW., $.B. AND B.H.

By: /@764_:5'(2# |

Richard Terzian

Dated: (Z/%lvg
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- .
4 i S
CITY OF N%EQP T BEAC:i)g.ITY COUNCIL
AR e
By: A AN '

Edward D. Seten \Mayor

Dated: 'RT‘OQ

. OCZL@(MQ B

mwtmm
LEM \ \,
Dated: I

APPROVED AS TO FORM:
CITY OF NEWPORT BEACH

L\

e

Dated:

By, . . /M«M-«

ames L. Markman, Special Counsel
for the City of Newport Beach

Dated: / ~2% - é’v:l"

By:
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Exhibit A
Depiction and Description of “Peninsula Zone”

Depiction of Peninsula Zone:
The lands within the yellow boundary as shown below.

Description of Peninsula Zone:

Starting at the mouth of the Santa Ana River:

» The land area southerly of the Newport and Seminouk Sloughs known as Newport Shores, and

¢ The land coastward of Pacific Coast Highway to Newport Boulevard known as Balboa Coves, West
Newport Beach, Lido Sands, and Newport Island; and

» The land southerly of a line extending along the Federal Navigational Channel between Newport
Boulevard and the Newport Harbor Jetty, known as the Balboa Peninsula, Lido Peninsula, Lido Isle,
Bay Island, and Cannery Village; and

¢ Southward on Newport Boulevard about 50 feet to Lower Newport Bay; and

s Al lands southerly of Lower Newport Bay between Newport Boulevard down the Federal Navigational
Channel within the Lower Bay, inclusive of Lido Isle and Bay Island and inclusive of the Balboa
Peninsula.
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Zoning Implementation and Public Benefit Agreement
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ZONING IMPLEMENTATION

AND PUBLIC BENEFIT AGREEMENT
(Pursuant to California Government Code §§65864-65869.5)

This Zoning Implementation and Public Benefit Agreement (the “Zoning Agreement’) is
entered into on September 30, 2009, by and between the CITY OF NEWPORT BEACH, a
charter city (“City”) and SOBER LIVING BY THE SEA, INC., a CALIFORNIA CORPORATION,
COMPREHENSIVE ADDICTION PROGRAMS, INC., a Delaware Corporation, CRC HEALTH
CORPORATION, a Delaware Corporation, CRC HEALTH GROUP, INC., a Delaware
Corporation (collectively referred to as “Operator’). City and Operator and Operator's Affiliates
as herein defined, are sometimes collectively referred to in the Zoning Agreement as the
"Parties" and individually as a "Party.”

RECITALS

A The City Council hereby finds this Zoning Agreement is consistent with
provisions of California Government Code §65867, and the City of Newport Beach Municipal
Code Chapter 15.45 and the City’'s General Plan.

B. On November 20, 2008, City’s Planning Commission held a public hearing on
this Zoning Agreement, made findings and determinations with respect to this Zoning
Agreement, and recommended to the City Council that the City Council approve this Zoning
Agreement.

C. On January 27, 2009, the City Council also held a public hearing on this Zoning
Agreement and considered the Planning Commission’s recommendations and the testimony
and information submitted by City staff, Operator and members of the public. On February 10,
2009, pursuant to the applicable state law (California Government Code §§65864-65869.5) and
local law (City of Newport Beach Municipal Code Chapter 15.45), the City Council passed its
Ordinance No. 2009-4 finding this Zoning Agreement to be consistent with the City of Newport
Beach General Plan and approving this Zoning Agreement.

D. This Zoning Agreement allows Sober Living a vested right to: (i) operate 156
beds of recovery facilities within the area they are currently operating, and as more particularly
defined in Exhibit D attached (the “Peninsula Zone”); and (ii) up to an additional 48 beds
outside of the Peninsula Zone and within zones accommodating multi-family residential uses, in
compliance with the terms of this Zoning Agreement.

E. This Zoning Agreement also memorializes uses granted to and conditions agreed
to by Sober Living on August 25, 2006 regarding its administrative offices at 2811 Villa Way
(Exhibit C attached hereto). —

AGREEMENT
NOW, THEREFORE, City and Operator agree as follows:

1. Definitions. The following terms when used in this Zoning Agreement shall have
the meanings set forth below:
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A “Affiliate” shall mean a person or entity that is directly or indirectly controlled by
Operator.

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

C. “Control” (including the terms "controlling," "controlled by," and "under common

control with") shall mean the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a person, whether through the ownership of voting
securities, by contract, or otherwise.

D. “Facility” (or “Facilities”) is a residential unit used or occupied by persons in
recovery from alcoholism and or drug abuse. Facilities may be “Licensed Facilities” or “Sober
Living Homes.” As used in this Agreement, all Facilities constitute “residential care facility” uses
within the context of the City’s zoning ordinance.

E. “General Plan” shall mean City’s 2006 General Plan adopted by the City Council
on July 25, 2006, by Resolution No. 2006-76. The Land Use Plan of the Land Use Element of
the General Plan was approved by City voters in a general election on November 7, 2006.

F. “Licensed Facilities” shall mean alcoholism and drug abuse recovery facilities
licensed by the California Department of Alcohol and Drug Programs (“ADP”).

G. “Party” or “Parties” shall mean either City or Operator or any of Operator’s
Affiliates or both, as determined by the context.

H. “Property” is described in Exhibit A and consists of a list of addresses of
properties currently operated by Operator as Licensed Facilities and Sober Living Homes in R-
1, R-1%2, R-2 and multi-family residential (‘MFR”) and certain Specific Plan District zones within
City. “Property” includes the rights to operate all of those properties as well as other properties
not presently identifiable which may be utilized by Operator as Facilities hereunder.

L “Sober Living Homes” shall mean alcoholism and drug abuse recovery facilities
not licensed by ADP.

J. “Term” shall have the meaning ascribed in Section 11 of this Zoning Agreement.

2. Significant Public Benefits. The significant public benefits that this Zoning
Agreement provides include, but are not limited to:

A. Settlement and avoidance of costs of a pending lawsuit, including attorneys fees;

B. Preservation of the regulatory ordinance which was the subject matter of the lawsuit,
C. Requested termination of a related federal administrative proceeding,
D

. A reduction of and limitation on the size of a residential care operation in the City,
including a limitation on 6 or under Licensed Facilities,

E. Dispersal of Licensed Facilities and Sober Living Homes to reduce the concentration
thereof;
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F. The placement of operational controls on said facilities to reduce perceived negative
impacts on residential neighborhoods.

3. General Plan Consistency and Zoning Implementation. This Zoning Agreement
and the regulations applied herein to the Property (“Applicable Regulations” hereinafter) will

cause City’s zoning and other land use regulations for the Property to remain consistent with the
General Plan.

4, Warranties and Representations. Both parties represent that they have legal
authority to enter into this Zoning Agreement and the remainder of the agreements and
documents that comprise the settlement documents herein, and that the necessary
authorizations have been obtained, by resolution or other action, and that the persons whose
names appear as signatories below were authorized to accept this Zoning Agreement on behalf
of the Party under whose name they signed.

A. Each Party specifically represents and warrants that it has the legal authority to enter
into a Zoning Agreement of the type and kind herein, and,

B. The City represents and warrants that this Zoning Agreement and the regulations
applied to the Property (“The Applicable Regulations”) are:

i. Consistent with the General Plan for the City and any Specific Plans that apply to
the area in which any portion of the Property is located, and

ii. Consistent with the Local Coastal Land Use Plan (“CLUP) for the City of Newport
Beach and that the CLUP has been approved by the California Coastal
Commission.

5. Operation of Property; Applicable Regulations. Other than as expressly set forth
in this Zoning Agreement, during the Term of this Zoning Agreement, the terms and conditions
concerning the operation of the Property, including but not limited to the permitted uses and
density and intensity of use and the location of buildings involved shall be those set forth in the
“Applicable Regulations” delineated in Exhibit B and as set forth in Section 6 below. During the
term of this Zoning Agreement, City shall not prevent operation of the Property that is in
compliance with the Applicable Regulations and all other applicable laws and regulations
specified in Section 9 hereof.

6. Operator's Vested Rights. During the Term of this Zoning Agreement, except to
the extent City reserves its discretion as expressly set forth in this Zoning Agreement or in the
Applicable Regulations and all other applicable laws and regulations specified in Section 9
hereof, Operator shall have the vested right, within the limits and constraints of the Applicable
Regulations, to conduct its operation of Licensed Facilities and Sober Living Homes on the
Property. The letter from City to Operator dated August 25, 2006 regarding Operator’s leased
office and meeting facility at 2811 Villa Way (“Villa Way”) is incorporated herein by reference as
Exhibit C. City acknowledges that Operator has complied with all conditions set out in Exhibit
C except for Paragraph 12 relating to parking. City acknowledges Operator has been exercising
due diligence to complete the parking lot which is unfinished due to circumstances beyond
Operator’s control. Operator agrees to use good faith efforts to get the parking lot at Villa Way
completed. In the event meetings are no longer held at Villa Way, the currently permitted non-
conforming right to use said property as an office use shall continue until termination of this
Zoning Agreement. The Operator’s leased property at 505 29™ Street, commonly known as

3
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“The Victorian,” is a legal nonconforming single family residence and shall be treated as a
Licensed Facility. In the event Ordinance No. 2008-5 is repealed by action of the City Council
or the electorate or if said Ordinance is declared invalid or unenforceable by a court of
competent jurisdiction, then the Operator will no longer be bound by the provision of Paragraph
6 of Exhibit B as to the limit of one Licensed Facility or Sober Living Home per block in the event
other operators open facilities on the same block.

7. Police Power. In all respects not provided for in this Zoning Agreement, City
shall retain full rights to exercise City’s police power to regulate the operation of Residential
Care Facilities on the Property provided such powers are applied consistently with the
provisions of state law and Section C2 of Exhibit B to this Zoning Agreement.

8. No Conflicting Enactments. During the Term of this Zoning Agreement City shall
not apply to the Property any City-adopted ordinance, policy, rule, regulation, or other measure
relating to the operation of Facilities on the Property to the extent it conflicts with this Zoning
Agreement.

9. Reservations of Authority. Notwithstanding any provisions set forth in this Zoning
Agreement to the contrary, the laws, rules, regulations, and official policies set forth in this
Section 9 shall apply to and govern the development and operations of the Property:

A. Procedural Regulations. Then current procedural regulations relating to hearing
bodies, petitions, applications, notices, findings, records, hearings, reports,
recommendations, appeals, and any other matter of procedure shall apply to the
Property, provided that they are adopted and applied City-wide or to all other
properties consistent with the provision of Section C2 of Exhibit B.

B. Consistent City Regulations. City ordinances, resolutions, regulations, and official
policies governing development and building which do not conflict with the Applicable
Regulations, or with the provisions of Section C2 of Exhibit B where Operator has
consented in writing to the regulations, shall apply to the Property.

C. Public Health and Safety. Any City ordinance, regulation, rule, regulation, program,
or official policy, that is necessary to protect persons on the Property or in the
immediate community from conditions dangerous to their health or safety shall apply
to the Property, consistent with Section C2 of Exhibit B.

10. No Agency. Neither Party is acting as the agent of the other in any respect, and
each Party is an independent contracting entity with respect to the terms, covenants, and
conditions contained in this Zoning Agreement. This Zoning Agreement forms no partnership,
joint venture, or other association of any kind. The only relationship between the Parties is that
of a government entity regulating the operation of private property by the owner or lessee of the
property. :

11. Effective Date; Term. This Zoning Agreement shall not become effective, and
except as set forth in Subsection C of this Section 11, neither party shall have any rights or
obligations hereunder, until the “Effective Date.”

A. Effective Date of This Zoning Agreement : This Zoning Agreement shall become
effective on:
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i.  The 91st day following the City Council’'s passage of the ordinance approving this
Zoning Agreement, or

ii. If a referendum or other elective challenge to the ordinance approving this
Zoning Agreement qualifies to be placed on the ballot, then on the 31st day after
the City Clerk certifies that the referendum or other elective challenge has failed
to pass, or

iii.  If litigation is instituted to challenge this Zoning Agreement prior to the Effective
Date established in accordance with Section 11 A. i. and ii above, then on the
31st day after the litigation is terminated, the time for appeal has expired, and the
legal challenge has been unsuccessful.

B. Term. The term of this Zoning Agreement (the “Term”) shall commence on the Effective
Date and shall expire at the conclusion of the 25th year thereafter. However in no event
shall the term of this Zoning Agreement exceed thirty (30) years after its execution.

C. Stay of Ordinance 2008-05 Pending Effective Date. Prior to the effective date of the
ordinance adopting this Zoning Agreement, or that date upon which it becomes clear
that there shall be no Effective Date, whichever is later, the Operator’s use permit
process shall be tolled, and the City shall not otherwise enforce the provisions of
Ordinance 2008-5.

12. Amendment or Cancellation of Zoning Agreement. Other than modifications of
this Zoning Agreement under Section 9C of this Zoning Agreement, this Zoning Agreement may
be amended or canceled in whole or in part only by mutual written and executed consent of the
Parties in compliance with California Government Code §65868 and City of Newport Beach
Municipal Code §15.45.060.

13. Enforcement. Unless amended or canceled as provided in Section 12 of this
Zoning Agreement, or modified or suspended pursuant to California Government Code
§65869.5, this Zoning Agreement is enforceable by either Party despite any change in any
applicable general or specific plan, zoning, subdivision, or building regulation or other applicable
ordinance or regulation adopted by City (including by City’s electorate) that purports to apply to
any or all of the Property.

14. Periodic Review of Compliance. City and Operator shall each comply in good
faith with the terms of this Zoning Agreement. The Parties shall review this Zoning Agreement
at least once every 12 months from the Effective Date for good faith compliance with its terms
consistent with California Government Code §65865 and §65865.1 and City of Newport Beach
Municipal Code §15.45.070. At the reviews, Operator shall demonstrate its good faith
compliance with this Zoning Agreement and shall document the current status of its operation.
Operator also agrees to furnish evidence of good faith compliance as City may require in the
reasonable exercise of its discretion and after reasonable notice to Operator. On or before
December 31 and June 30 of each year during the Term of this Zoning Agreement, Sober Living
shall submit a Compliance Review Report, whose template is attached as Exhibit G. The
requirement of good faith compliance shall be met upon the submittal to the City of an accurate
form showing information relating to facility locations and bed counts. City shall have the right
to audit the accuracy of the form through on-site inspections of the Facilities at mutually-
agreeable times and during regular business hours.
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15. Events of Default.

A. Default by Operator. Pursuant to California Government Code §65865.1, if City
determines that Operator has not complied in good faith with Operator’s obligations pursuant to
this Zoning Agreement, City shall by written notice to Operator specify the manner in which
Operator has failed to comply and state the steps Operator must take to bring itself into
compliance. If Operator does not commence compliance within 30 days after receipt of the
written notice from City specifying the manner in which Operator has failed to comply, and
diligently pursue steps to achieve full compliance, then Operator shall be deemed to be in
default under the terms of this Zoning Agreement. City may then seek available remedies as
provided in Section 15.C of this Zoning Agreement.

B. Default by City. If City has not complied with any of its obligations and limitations
under this Zoning Agreement, Operator shall by written notice to City specify the manner in
which City has failed to comply and state the steps necessary for City to bring itself into
compliance. If City does not commence compliance within 30 days after receipt of the written
notice from Operator specifying the manner in which City has failed to comply, and diligently
pursue steps to achieve full compliance, then City shall be deemed to be in default under the
terms of this Zoning Agreement. Operator may then seek a specific performance or similar
equitable remedy as provided in Section 15.C of this Zoning Agreement

C. Specific Performance and Damages Remedies. The Parties acknowledge that
remedies at law generally are inadequate and that specific performance is appropriate for the
enforcement of this Zoning Agreement. The remedy of specific performance or, in the
alternative, a writ of mandate, shall be the sole and exclusive remedy available to either Party in
the event of the default or alleged default by the other. Prior to exercising such a remedy, the
Party seeking to do so shall submit the matter to nonbinding arbitration through JAMS or
another arbitrator mutually acceptable.

D. Recovery of Legal Expenses by Prevailing Party in Any Action. In any judicial
proceeding (“Action”) between the Parties that seeks to enforce the provisions of this Zoning
Agreement, the prevailing Party shall recover all of its actual and reasonable costs and
expenses. These costs and expenses include expert witness fees, attorneys’ fees, and costs of
investigation and preparation before initiation of the Action. The right to recover these costs and
expenses shall accrue upon initiation of the Action.

16. Cooperation. Each Party covenants to take all reasonable actions and execute
all documents that may be necessary to achieve the purposes and objectives of this Zoning
Agreement.

17. Force Majeure. Neither Party shall be deemed to be in default where failure or
delay in performance of any of its obligations under this Zoning Agreement is caused, through
no fault of the Party whose performance is prevented or delayed, by floods, earthquakes, other
acts of God, fires, war, riots or similar hostilities, strikes or other labor difficulties, state or federal
regulations, or court actions.

18. Third Party Legal Challenge. If a third party brings a legal action challenging the
validity or enforceability of any provision of this Zoning Agreement or the Applicable Regulations
or the manner in which the ordinance approving this Zoning Agreement was processed and
approved, including the application of the California Environmental Quality Act to that process,
(“Third Party Legal Challenge”) the parties shall defend the Third Party Legal Challenge jointly,
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and each party shall be responsible for its legal expenses incurred in connection with the Third
Party Legal Challenge.

19. Right to Assign. Operator shall have the right to transfer or assign the rights and
obligations contained herein in whole to any person, partnership, joint venture, firm, or
corporation at any time during the Term of this Zoning Agreement without the consent of City.
Upon the effective date of any such transfer or assignment of the Property, the transferor-
assignor shall notify City of the name and address of the transferee. Any assignment of this
Zoning Agreement must be pursuant to a sale or transfer of Operator’s rights in the entirety of
the Property. Any sale or transfer of the Property shall include the assignment and assumption
of the rights, duties, and obligations arising from this Zoning Agreement to the transferee with
respect to all of the Property. Operator shall no longer be obligated under this Zoning
Agreement for the Property if Operator is not in default under this Zoning Agreement at the time
of the sale or transfer.

20. Zoning Agreement Binding on Successors and Assigns. The burdens of this
Zoning Agreement are binding upon, and the benefits of this Zoning Agreement shall inure to,

all successors in interest of the Parties to this Zoning Agreement.

21. Estoppel Certificate. At any time, either Party may deliver written notice to the
other Party requesting that the Party certify in writing that, to the best of its knowledge:

A. This Zoning Agreement is in full force and effect and is binding on the Party;

B. This Zoning Agreement has not been amended or modified either orally or in writing.
If this Zoning Agreement has been amended, the Party providing the certification
shall identify the amendments; and

C. The requesting Party is not in default in the performance of its obligations under this
Zoning Agreement. If the requesting Party is in default, the other Party must
describe the nature of the default.

The requesting party shall execute and return the certificate within sixty (60) days
following receipt. Any assignee of a Party’s rights and obligations hereunder, as referred to in
this Section 21, shall be entitled to rely on the certificate.

22. Further Actions and Instruments. Each Party shall cooperate with and provide
reasonable assistance to the other Party to the extent consistent with and necessary to
implement this Zoning Agreement. Upon the request of a Party at any time, the other Party
shall promptly execute, with acknowledgment or affidavit if reasonably required, and file or
record the required instruments and writings and take any actions as may be reasonably
necessary to implement this Zoning Agreement or to evidence or consummate the transactions
contemplated by this Zoning Agreement.

23. Notices. Any notice or demand that shall be required or permitted by law or any
provision of this Zoning Agreement shall be in writing. If the notice or demand will be served
upon a Party, it either shall be personally delivered to the Party; deposited in the United States
mail, certified, return receipt requested, and postage prepaid; or delivered by a reliable courier
service that provides a receipt showing date and time of delivery with courier charges prepaid.
The notice or demand shall be addressed as follows:




Zoning Agreement

To City: City of Newport Beach
3300 Newport Boulevard
Post Office Box 1768
Newport Beach, California 92663-3884
Attention: City Manager
Fax: 949-644-3020

With a copy to: City Attorney
City of Newport Beach
3300 Newport Boulevard
Post Office Box 1768
Newport Beach, California 92663-3884

To Operator: Sober Living by the Sea, Inc.
2811 Villa Way
Newport Beach, California 92663
Atin: Executive Director

With a copy to: CRC Health Group, Inc.
2400 Stevens Creek Boulevard, Suite 600
Cupertino, California 95014
Attn: General Counsel
Fax: 415-358-8444

Either Party may change the address stated in this Section 23 by notice to the other
Party in the manner provided in this Section 23, and notices shall be addressed and submitted
to the new address. Notice shall be deemed to be delivered upon the earlier of: (a) the date
received; or (b) three business days after deposit in the mail as provided above.

24. Rules of Construction and Miscellaneous Terms.

A Rules of Construction. The singular includes the plural; the masculine and
neuter include the feminine; “shall” is mandatory; “may” is permissive.

B. Time is of the Essence. Time is of the essence regarding each provision of this
Zoning Agreement in which time is an element.

C. Waiver. Failure by a Party to insist upon the strict performance of any of the
provisions of this Zoning Agreement by the other Party, and failure by a Party to exercise its
rights upon a default by the other Party, shall not constitute a waiver of that Party’s right to
demand strict compliance by the other Party in the future.

D. Counterparts. This Zoning Agreement may be executed in two or more
counterparts, each of which shall be identical and may be introduced in evidence or used for
any other purpose without any other counterpart, but all of which shall together constitute one
and the same Zoning Agreement.

E. Entire Agreement. Except for the Settlement Agreement, this Zoning Agreement
constitutes the entire agreement and supersedes all prior agreements and understandings,
both written and oral, between the Parties with respect to the subject matter addressed in this
Zoning Agreement.
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F. Construction. This Zoning Agreement has been drafted after extensive
negotiation and revision. Both City and Operator are sophisticated parties who were
represented by independent counsel throughout the negotiations. City and Operator each
agree and acknowledge that the terms of this Zoning Agreement are fair and reasonable, taking
into account their respective purposes, terms, and conditions. This Zoning Agreement shall
therefore be construed as a whole consistent with its fair meaning, and no principle or
presumption of contract construction or interpretation shall be used to construe the whole or any
part of this Zoning Agreement in favor of or against either party.

G. No Third Party Beneficiaries. The only parties to this Zoning Agreement are City
and Operator. This Zoning Agreement does not involve any third party beneficiaries, and it is
not intended and shall not be construed to benefit or be enforceable by any other person or
entity.

H. Applicable Law and Venue. This Zoning Agreement shall be construed and
enforced consistent with the internal laws of the State of California. Any action arising under
this Zoning Agreement or brought by any Party for the purpose of enforcing, construing, or
determining the validity of any provision of this Zoning Agreement shall be filed and tried in the
Superior Court of the County of Orange, State of California, or the United States District Court
for the Central District of California. The Parties waive all provisions of law providing for the
removal or change of venue to any other court.

I Section Headings. All section headings and subheadings are inserted for
convenience only and shall not affect construction or interpretation of this Zoning Agreement.

J. Authority to Execute. The persons executing this Zoning Agreement warrant and
represent that they have the authority to execute this Zoning Agreement on behalf of the entity
for which they are executing this Zoning Agreement. They further warrant and represent that
they have the authority to bind their respective Party to the performance of its obligations under
this Zoning Agreement.

CITY:
CITYOFN ORT BEAC

By:

Edward Selich
Title: MAYOR OF NEWPORT BEACH

OPERATOR:
SOBER LIV

!

BY THE SEA, INC.

By:

Kevin Hogge ~— ¢ o~
Title: CHIEF FINANCIAL OFFICER
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o _tad BB

Pamela Burke
Title: VICE PRESIDENT/SECRETARY

OPERATOR:
COMPREHENSIVE ADDICTIONS PROGRAMS, INC.

By: < <¢/

Kevin Hogge~
Title: CHIEF FINANCIAL OFFICER

o Yl BB

Pamela Burke
Title: VICE PRESIDENT/SECRETARY

OPERATOR:
CRC HE CORPORATION

By Va

Kevin Hogge
Title: CHIEF FINANCIAL OFFICER

o Tonil BB

Pamela Burke
Title: VICE PRESIDENT/SECRETARY

OPERATOR:
CRC HEA ROUP, INC.

By <.

Kevin Hogge™
Title: CHIEF FINANCIAL OFFICER

o g BB

Pamela Burke
Title: VICE PRESIDENT/SECRETARY
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APPROVED AS TO FORM:

%

By:
David R. Hunt
Title: CITY ATTORNEY, CITY OF NEWPORT BEACH

ATTEST:

o (aldw 1 ﬁvsww

Leilani Brown
Title: CITY CLERK, CITY OF NEWPORT B

11



Zoning Agreement

Exhibit A
List of SLBTS Facilities
Street No. Units Street Licensed? *
208 Via Lido Soud ADP Licensed
100 Via Antibes ADP Licensed
102 Via Antibes JADP Licensed
505 29th Street ADP Licensed
116 A & B |34th Street Sober Living X
307 1/2 |34th Street Sober Living X
309 1/2  |34th Street SoberLiving | X
125 + 1/2 |39th Street ADP Licensed | X
112 A & B [40th Street _|Sober Living
118 A & B |45th Street Sober Living X
122 A & B |45th Street JADP Licensed
5004 A & B |Neptune Sober Living
5101 A & B |River ADP Licensed
3960-80 Seashore ADP Licensed
4500-04 Seashore ADP Licensed
4711 Seashore ADP Licensed
- 4800 |Seashore ADP Licensed | X!
4816 Seashore Sober Living
6111 Seashore |ADP Licensed
6110 W Oceanfront ADP Licensed
* "X "= Closed or closing

' May not be closed if 4816 Seashore is closed
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Exhibit B
Applicable Regulations

A. Number and Location of Facilities. Number and location of facilities which may be
utilized as Licensed Facilities or Sober Living Homes.

1. On and after the Effective Date of the ordinance adopting this Zoning Agreement,
there shall be no more than 204 beds occupied in the City at any time by persons who are
patients, clients or customers of Sober Living, whether contained within Licensed Facilities or
Sober Living Homes. More than one such facility may be operated in a single building.

2. On and after the effective date of the ordinance adopting this Agreement, there
shall be no more than 156 beds occupied in total in those parts of the City referred to as the
Peninsula, Lido Isle, West Newport and Newport Shores (the “Peninsula Zone”) as depicted in
Exhibit D at any time by persons who are patients, clients or customers of Sober Living,
whether contained within Residential Care Facilities, General, Residential Care Facilities, Small
Licensed or Residential Care Facilities, Small Unlicensed as defined in §20.05.030 of the
Newport Beach Municipal Code.

3. On and after the effective date of the ordinance adopting this Agreement, there
shall be no more than 12 beds (12 of the 156 described in Section A2 above) occupied Lido Isle
at any time by persons who are patients, clients or customers of Sober Living, whether
contained within Residential Care Facilities, General, Residential Care Facilities, Smali
Licensed or Residential Care Facilities, Small Unlicensed as defined in §20.03.030 of the
Newport Beach Municipal Code.

4. On and after the effective date of the ordinance adopting this Agreement, all
beds in the City in addition to those provided for in Sections A.2. and A.3. of this Exhibit B
occupied at any time by persons who are patients, clients or customers of Sober Living, whether
contained within Residential Care Facilities, General, Residential Care Facilities, Small
Licensed or Residential Care Facilities, Small Unlicensed as defined in §20.03.030 of the
Newport Beach Municipal Code shall be located only in zones accommodating multi-family
residential uses outside of the Peninsula Zone. Sober Living shall provide the City with the
address of any new Facility resulting from placing beds per this section within thirty (30) days of
establishing the Facility.

5. On and after the Effective Date of the ordinance adopting this Agreement, Sober
Living shall locate all of its newly established facilities utilized as Licensed Facilities or Sober
Living Homes so that only one building shall contain such facilities, whether operated by Sober
Living or any other person or entity, is located either on a block in the City or across a bordering
street. To facilitate transfers of properties to attain or maintain this “one building per block”
standard, Sober Living may, for not more than 120 days, hold leases for two properties on one
block if the properties are involved in a Facility transfer. For purposes of this Agreement, a
block is an area bounded by four streets (not alleys).

6. Except as provided in Section A.7. below, within thirty (30) months of the
Effective Date of the ordinance adopting this Agreement, Sober Living shall relocate its
presently operating facilities as necessary to comply with the criterion set forth in Section A.5.
above as to its presently operating Licensed Facilities and Sober Living Homes. All such
relocations must be to sites which have no other Facility, whether operated by Sober Living or
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any other person or entity, either on the block to which the facility is relocated or across a
bordering street.

7. Notwithstanding the provisions of Section A.5 above, Sober Living may continue
to operate Facilities at the following addresses during the term of this Agreement:

112 40th Street and 3960-3980 Seashore (on the same block);

122 45th Street and 4500-4504 Seashore(across a bordering street);

6110 Oceanfront and 6111 Ocean Front (across a bordering street/alley); and

4711 Seashore and either 4800 Seashore or 4816 Seashore (across a bordering street
and down a block).

8. Sober Living shall not establish any Facility pursuant to Section 4 of this Exhibit B
unless and until Sober Living has fully and timely complied with the relocation requirements set
forth in Section 6 of this Exhibit B.

9. Sober Living shall not establish or operate a Facility on a parcel of property which
has a lot line located within 1,000 feet of any NMUSD elementary school or the large
commercial State-licensed day care facility listed on Exhibit E.

10. Sober Living shall not establish or operate a Facility at any location which is
adjacent to the 36th Street Tot Lot or the Marina Park Tot Lot so long as those tot lots are so
utilized.

B. Operational Regulations.

During the term hereof, Sober Living shall comply with all of the following operational
criteria:

1. Sober Living shall not provide any services to or house any parolee or parolees
from the California Department of Corrections or its equivalent in any other State or the Federal
Bureau of Prisons in any of its Facilities located in the City.

2. Any and all medical waste generated through the operation of a Sober Living
Homes or Licensed Facility shall be disposed of in accordance with all laws and best industry
standards and practices.

3. Sober Living shall comply with City code provisions pertaining to trash
enclosures at all of its Sober Living Homes or Licensed Facilities.

4. Smoking and Tobacco Products.

(a) Sober Living shall make good faith efforts to prevent second hand smoke from
leaving any of its Facilities in a manner that significantly affects occupants of
neighboring residents in the use and enjoyment of their properties. These efforts
may include, but are not limited to:

» The designation of a smoking area at each site, with a device to mitigate or disperse
secondhand smoke;
* An active smoking cessation program made available to all clients;
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(b) Apply a policy directing clients or residents to avoid littering cigarette butts on the
ground, floor, deck, sidewalk, gutter, or street.

(c) Apply a policy reminding clients not to use tobacco on beaches, boardwalks, and
piers consistent with City prohibitions against smoking in those areas.

5. Sober Living shall comply with all City code provisions requiring off street parking
in residential zones.

6. Sober Living shall establish, provide public notice of and continuously operate a
24 hour per day hotline for receiving inquiries and/or complaints in reference to its operation of
its Facilities in the City.

7. Sober Living shall apply the following Quiet Hours to its patients, clients and
customers occupying beds in all Facilities which Sober Living operates in the City. During these
Quiet Hours, all residents will be inside except during emergencies:

e Sunday through Thursday - 10 pm to 7 am;
o Friday through Saturday - 11 pm to 7 am.

8. Sober Living shall use good faith efforts to implement the Route Plans for
transport of its staff, residents, clients and customers which Sober Living submitted to the City
as part of its applications for Use Permits on file with City’s staff as of July, 2008. A true and
correct copy of those Route Plans are attached as Exhibit F. Short-term interruptions, such as
medical emergencies or street maintenance which are beyond Sober Living's control, are
allowable modifications to the Route Plans.

9. Sober Living shall accept deliveries of goods and services to the Residential Care
Facilities which it operates in the City only during customary times for such deliveries of goods
and services to occur in residential areas of the City and in accordance with any City regulation
adopted which controls times for such deliveries on a citywide basis applicable to all residential
properties.

10. Sober Living shall participate in the activities of any stakeholder committee or
group established by the City to address complaints and concerns of residents of the City
regarding the operation of Residential Care Facilities in the City.

11. Sober Living shall maintain its present policy not to allow more than two (2)
clients per bedroom in the facilities unless the size of the structure warrants a larger occupancy
for any single bedroom.

C. General Constraints on Regulation.

1. Most Favored Nation. If the City enters into an agreement with any operator of a
Sober Living Home or Licensed Facility in the City which, includes one or more of the below
three provisions and provides a materially more favorable regulatory treatment to that operator
than is afforded to Sober Living hereunder, the more favorable regulatory provision or provisions
shall then apply to Sober Living and shall be deemed to supersede any conflicting provision or
provisions contained in this Zoning Agreement. Approvals within the Group Residential Uses
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Exhibit C
2811 Villa Way Letter

CITY OF NEWPORT BEACH

PLANNING DEPARTMENT
Patricia L. Temple, Director

August 25, 2006

Bill Swiney

Sober Living by the Sea

2811 Villa Way

Newport Beach, California 92663

RE: Sober Living by the Sea — 2809, 2811, 2813 Villa Way, Newport Beach
Dear Bill:

I am in receipt of your correspondence dated July 21, 2006. In your correspondence, you
discuss a proposal whereby Sober Living by the Sea (“Sober Living”) would modify its use
of the property located at 2809-2813 Villa Way (“Sober Living Facility”) so that it is no
longer designated as a social club, as defined by Newport Beach Municipal Code Section
20.05.040. | have carefully reviewed your proposal and have determined that Sober
Living would not be designated as a social club if it was operated in the following manner:

1. The “large conference room,” designated on the floor plans submitted on
August 4, 2006 (“Plans”), must be reduced so that the maximum occupancy for this room
is approximately 20 persons. Two cubicle type offices, the design of which will need to be
approved by the Planning Director in writing, will need to be constructed in the large
conference room.

2. The "small conference room,” designated on the Plans, must be reduced so

. that the maximum occupancy for this room is approximately 20 persons. A wall will need

to be constructed across the back of the small conference room, as indicated on the

marked up Plans which are attached hereto. The construction of the wall must comply
with all laws and regulations including, but not limited to, the Building Code.

3. A revised set of plans showing the wall in the small conference room and
the uses for each area of the property will need to be submitted to and approved in writing
by the Planning Director. After approval of the Plans, Sober Living must use each of the
areas for the designated use and obtain the Planning Director's approval in writing prior to
any change in use.

4, The area designated as the “covered patio,” and other outdoor areas,
designated on the Plans may not be used by Sober Living clients except as provided
hereafter. Clients attending meetings scheduled at the Sober Living Facility may
assemble in the covered patio area, or other outdoor areas, 10 minutes prior to a meeting
and 10 minutes after a meeting. Between the hours of 7:00 a.m. and 8:30 a.m., clients
that attend meetings scheduled at the Sober Living Facility, may be transported by van to
any other location provided that they do not assemble in the covered patio area, or other

3300 Newport Boulevard - Post Office Box 1768 - Newport Beach, California 92658-8915
Telephone: (949) 644-3200 - Fax: (949) 644-3229 - www.city.newport-beach.ca.us



outdoor area, for more than 10 minutes after a meeting (“Clients Transported by Van”).
Between the hours of 1:00 p.m. and 3:00 p.m., clients that Clients Transported by Van
may be dropped back off at the Sober Living Facility provided that they: (a) do not arrive
at the Sober Living Facility more than 10 minutes before their next scheduled meeting; or
(b) that they disperse within 10 minutes after being dropped off at the Sober Living

5. An average of 10 meetings per week may be held at the Sober Living
Facility. However, no more than 12 meetings may be held in any one week and no more
than 20 people may attend any meeting. Up to two meetings may be held concurrently.
The basis for determining the average number of meetings will be based on a 4 week
period. On an ongoing basis, Sober Living will maintain records for the past 12 month
period that document the number of meetings held per week and the number of persons
in attendance. These records will be verified by a representative of Sober Living and will
be made available to the Planning Director upon request.

6. No client enrolled in any of the Sober Living programs that meet at the
Sober Living Facility will be allowed to operate a motor vehicle.

7. All large meetings, in excess of 20 persons, will be held at some other
location (any other locations used in the City shall be approved for large assembly use).

8. - The hours of operation for conducting meetings and picking up
prescriptions at the Sober Living Facility will be from 6:30 a.m. to 8:30 p.m. Clients
picking up or consuming prescription medicine at the Sober Living Facility will be required
to leave the Sober Living Facility within 10 minutes after they have picked up or
consumed their medication.

9. Any nurse at the Sober Living Facility shall only be on site Monday through
Friday from 7:00 am to 5:00 pm and on Saturday from 8:00 am to noon. There shall be
no nurse at the Sober Living Facility on Sundays.

10.  Two staff employees shall be allowed to remain at the Sober Living Facility
until 11:00 pm, 7 days a week to receive calls.

11. 'Except as provided herein, clients will not be allowed to assemble at the
Sober Living Facility for the purpose of being transported to any other location.

12. Sober Living will provide and maintain 13 off-site parking spaces at the lot
directly across the street from the Sober Living Facility and will park vehicles associated
with the Sober Living Facility at the lot rather than on City streets or public parking lots.
For instance, Sober Living currently uses six vans. These vans would be parked on the
lot rather than on City streets in the surrounding neighborhood or the City parking lot.

13.  Sober Living will direct clients and ensure that clients riding bikes to the
Sober Living Facility access the facility by a route approved by the Planning Director in
writing.

14.  Sober living will provide trash and cigarette disposal containers and inform
their clients that they are not to dispose of litter on City streets or adjoining properties.



In summary, if Sober Living operated in conformance with the foregoing conditions, it
would be my determination that Sober Living would not be defined as “social club”.
However, please be advised that it is my opinion that any deviation from the foregoing
conditions or any addmonai assembly at the Sober meg Facmty would change the

-—category of use."

Please contact me at your earliest convenience so we can discuss a timeline for Sober
Living to implement the foregoing changes. Simply put, | cannot make a determination
that Sober Living is operating in conformance with the Municipal Code until the above-
referenced changes have been made. Further, as a condition to making my
determination that a use permit is no longer required, Sober Living will need to withdraw
its appeal without prejudice.

| appreciate your continuing assistance in this matter.

Very truly yours,

» .
Patricia L. Temple,
Planning Director for the

City of Newport Beach

cc.  Aaron C. Harp, Assistant City Attorney
Dennis O'Neil, Esq.

Enclosure: Modified Plans
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ExhibitD
Depiction and Description of “Peninsula Zone”

‘Depiction of Peninsula Zone:
The lands within the yellow boundary as shown below.

Description of Peninsula Zone:

Starting at the mouth of the Santa Ana River:

e The land area southerly of the Newport and Seminouk Sloughs known as Newport Shores, and

e The land coastward of Pacific Coast Highway to Newport Boulevard known as Balboa Coves, West
Newport Beach, Lido Sands, and Newport Island; and

e The land southerly of a line extending along the Federal Navigational Channel between Newport
Boulevard and the Newport Harbor Jetty, known as the Balboa Peninsula, Lido Peninsula, Lido Isle,
Bay Island, and Cannery Village; and
Southward on Newport Boulevard about 50 feet to Lower Newport Bay; and
All lands southerly of Lower Newport Bay between Newport Boulevard down the Federal Navigational
Channel within the Lower Bay, inclusive of Lido Isle and Bay Island and inclusive of the Balboa
Peninsula.
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Exhibit E
Specific Large DSS-Licensed Day Care Facilities — Peninsula Zone

Facility No: 300600193 Capacity: 0044

CHRIST CHURCH BY THE SEA CHILDREN'S CENTER
1400 WEST BALBOA BOULEVARD

NEWPORT BEACH, CA
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Exhibit F
Route Plans

In the attached Route Plans, the red arrow designates arrival route, the blue arrow
designates departure route. The star designates the facility location.

>
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*
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100 Via Antibes
102 Via Antibes
208 Via Lido Soud
(one triplex)

s

| VIA MALAGA

L )

The primary route of travel between Sober Living by the Sea’s administrative offices in
Cannery Village (2811 Villa Way) and these residential dwelling units is Lafayette, Via
Lido, Via Antibes, and Via Lido Soud.
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The primary route of travel between Sober Living by the Sea’s administrative offices in
Cannery Village (2811 Villa Way) and these residential dwelling units is 32" Street,
Balboa Boulevard, 34™ Street, and Seashore Drive.
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505 29" Street

29

’s administrative offices in

Cannery Village (2811 Villa Way) and these residential dwelling units is Lafayette

The primary route of travel between Sober Living by the Sea
Street, and Villa Way.
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The primary route of travel between Sober Living by the Sea’s administrative offices in
Cannery Village (2811 Villa Way) and these residential dwelling units is along Balboa

Boulevard, Seashore, and 32" Street.
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4816 Seashore
4711 Seashore

The primary route of travel between Sober Living by the Sea’s administrative offices in
Cannery Village (2811 Villa Way) and these residential dwelling units is along Balboa
Boulevard, 46" Street, Seashore, 51% Street, and River Avenue.
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5101 River
5004 Neptune, A & B

The primary route of travel between Sober Living by the Sea’s administrative offices in
Cannery Village (2811 Villa Way) and these residential dwelling units is along Balboa |
Boulevard, River Avenue, 50" Street, Neptune, and 515 Street.
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6111 Seashore
6110 West Ocean Front

x“j’

ﬂ’h‘l 131t

The primary route of travel between Sober Living by the Sea’s administrative offices in
Cannery Village (2811 Villa Way) and these residential dwelling units is along Newport
Boulevard, Coast Highway, Prospect, Ocean Front Alley W, 62" Street, and Seashore.



This form covers the period of

Exhibit G
Compliance Report Template

(Date Report Submitted)

Zcir_ﬂng Ag}feemenr _
Page 19 0f 19

{month, day) through (month, day), 20____

Durmg the above period, Sober Living by the Sea managed or controlled the followung facilities
in Newport Beach:

SLBTS FACILITIES

Property Address

Peninsula

Zone? Bed Count

(Y or N)

Peninsula | Off Peninsula

ADP License?
(Y or N}
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Total Bed Count






