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Settlement Agreement

_ This Scttlement Agreement is entered by and between the Parties identified in Section 1
of this Agreement, is made effective as of July 5, 2005, and represents the Parties’ efforts to
resolve longstanding conflicts involving a previous land trade on the north side of Mt. Hoad,
Meadows’ use of all of its real property and related real estate interests on the north side of Mt.
Hood and disputes related to the protection of the environment and quality of life on the north
side of Mt. Hood and in Hood River County in a way that the Parties believe is beneficial to their
individual and collective interests (the “Agreement™). The success of this Agreement depends on
the actions of the Parties and on their respective, mutual work to demonstrate to others the value
of the terms set forth in this Agreement. The Parties enter into this Agreement after their serious
and considered conclusions about the merits of the proposed solution,

Recitals

A This Agreement arises from a dispute between the parties stemming from a trade
of land owned by Hood River County in the Upper Hood River Valley to Mt. Hood Meadows
Oreg., Ltd. and associated proposals by Meadows and its affiliated entities to develop the private
lands that were part of the land trade, additional private lands and public lands in and around the
north side of Mt. Hood into a destination resort and expand the ski area at Cooper Spur.

B. This Agreement contemplates an exchange of public real property interests for
private real property interests. Because of the public interest involved in this Proposed Solution,
the Parties have agreed upon a procedure designed to verify that the exchanged properties are of
equal value — if the Exchange proceeds, both the substance and the process utilized in the
Exchange will be open to public evaluation and input. One way that this Agreement assures the
acceptability of the “equal value™ of exchanged properties is that if any of the Parties decides not
to proceed with the Exchange this Agreement can be terminated.

C. This Agreement represents a culmination of extensive settlement negotiations,
which were an effort to resolve even more extensive disputes between and involving these
parties. If represents a mutual effort to proceed with compromised goals and outcomes, which
results would not have been any party’s unilateral choice. For instance, while Meadows
anticipated the development of a destination resort on the north side of Mt. Hood, and had
invested substantial time and resources in that vision, this Agreement envisions giving up that
development vision in exchange for land in Government Camp. This Agreement envisions the
permanent protection of the north side of Mt. Hood as part of a compromise and exchange,
whereby Meadows acquires land that is zoned for development in Government Camp.
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Agreement
The parties agree as follows:
1. The Parties. The parties to this Agreement are the Board of Commissioners of

Hood River County (“HRC”), the Hood River Valley Residents Committee (“HRVRC”),
Michael McCarthy (“McCarthy”), Mt. Hood Meadows, Oregon, Limited Partnership, Mt. Hood
Meadows Development Corp., Meadows North LLC, Meadows Utilities, LLC, and North Face
Inn (collectively, “Meadows™) The execution of this Agreement by Franklin Drake, Matthew
Drake and David Riley only binds these individuals to scctions 8(A)(3), 9, 21, 22, 23, 25 and 26,
regardless of whether those sections specifically refer to those individuals.

2. Representations and Warranties.

A. Meadows represents and warrants that the names of the entities listed
above constitute a full and complete list of the entities that own and operate the real estate and
business interests on the North side of Mt. Hood as defined in Section 9, which real estate and
business interests are the subject of this Agreement.

B. Meadows represents and warrants that Franklin Drake is authorized to
execute this Agreement on behalf of the various entities that comprise “Meadows” herein.
HRVRC and the County represent and warrant that the signatories executing this Agreement on
their respective behalves are fully authorized to execute this Agreement.

C. Meadows represents and warrants that this Agreement shall be binding
upon and inure to the benefit of any successors, assigns, executors, and administrators, to the
extent set forth in paragraph 25.

D. Meadows further warrants that if any controlling interest in any of the
Meadows entities named herein, or all or substantially all of the assets of any Meadows entity
named herein, is voluntarily transferred, the transfer documentation shall include a provision that
binds the transferee.

E. Meadows, David Riley, Franklin Drake, and Matthew Drake represent and
warrant that they are the only individuals that are officers, managing members, and/or general
partners of the Meadows entities listed above.

3. Parties’ Representatives. This Agreement includes a number of steps in a lengthy
process. At many of those steps, one or more of the Parties hereto will be required to-take action
and make decisions related to the terms of the Agreement. The following persons are authorized
to transmit the parties’ decisions regarding this Agreement: for HRC: David Meriwether, for
HRVRC, Scott Franke, President for HRVRC: for McCarthy: Michael McCarthy, and for
Meadows: David Riley.

4. Non-parties. Whether the goals of this Agreement are met will depend largely
upon the opinions and actions of non-parties to this Agreement. Those non-parties include the
following: the members of the Cooper Spur Wild and Free Coalition (“CSWEF™), the United
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States Forest Service (“USFS”) and other organizations, their members and individuals in the
communities of Mt. Hood. '

5. The Land Trade Lawsuits. The Parties are named in two lawsuits, both entitled
“Hood River Valley Residents Committee and Michael McCarthy v. Board of Commissioners of
Hood River County and Mt. Hood Meadows, Oregon, Ltd.,” Hood River County Circuit Court
Case Nos. 020029 CC and 020055 CC, Oregon Court of Appeals Case Nos. A118889 and
A124051 (the “Lawsuits”). The Parties agree that the obligations set forth herein are conditioned
upon the Oregon Court of Appeals and the Oregon Supreme Court either abating the proceedings
or extending the time within which the parties are required to file any additional pleadings,
petitions or motions in the Lawsuits. Until the completion of the Exchange, if any party
determines that the manner in which the Lawsuits are abated or delayed is inadequate to meet
their needs, the obligations set forth herein will not bind any party.

6. The Water Rights Protest. Meadows, HRVRC, the Friends of Mt. Hood,
WaterWatch of Oregon and the Northwest Environmental Defense Center (the “Protestants”) are
parties to a water rights protest over a water right permit that is the property of Meadows
Utilities, LLC (the “Protest™). The Protestants have filed a notice of intent to appeal the decision
of Oregon Water Resources Department. The Parties agree that the obligations set forth herein
are conditioned upon the Oregon Court of Appeals extending the time within which the parties to
the Protest are required to file any additional pleadings, petitions or motions. Until the
completion of the Exchange, if any party determines that the manner in which the Protest is
abated or delayed is inadequate to meet their needs, the obligations set forth in this Agreement
will not bind any party, As the Partics work to achieve the Proposed Solution, Meadows shall
not take any action on the permit without first providing notice to HRVRC and Mike McCarthy
because action on the permit is not required until October 1, 2005.

7. The Properties. This Agreement involves a variety of parcels of property in Hood
River County and Clackamas County, Oregon. The properties are generally defined as follows,
and are specifically defined on Exhibits A-1 and A-2, attached hereto.

a. Prior to August 2001, Meadows acquired approximately 155.25 acres of
property in Hood River County in and around the Inn at Cooper Spur. The Inn at
Cooper Spur and its associated buildings are located on a 2.86 acre parcel of
commercially zoned land (“the 2.86 Acre Parcel”). The remainder of the land is
separated into three parcels (tax lots 102, 103, 401), all of which are zoned
forestland. The Inn at Cooper Spur includes not just the underlying real property
and the improvements thereon, but also the business associated with those
improvements, in the form of the 16 rental units and a restaurant, as well as the
associated inventory and assets. This 155.25 acres of property, including the 2.86
Acre Parcel, and associated improvements are referred to as “the Dillard

Property.”

b. Also prior to August 2001, Meadows owned (and still owns) 73.9 acres
west of Dog River. That property is referred to as “the Dog River Property.”
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c. In August 2001, HRC and Meadows entered into an agreement to
exchange property. Over protest from the HRVRC and McCarthy, the deeds
effectuating that exchange were executed and recorded in February, 2002. In that
exchange, Meadows transferred to HRC approximately 775 acres (“‘the County
Exchange Property”), and HRC transferred to Meadows approximately 620 acres
(“the Meadows Exchange Property’™), along with an equalization payment of
approximately 1.2 million dollars paid by HRC to Meadows. Those propertles are
the subject of the Lawsuits.

d. Meadows has a federal permit for skiing on the north side of Mt. Hood.
This permit and associated buildings, improvements, business, inventory and
assets related to that business are referred to herein as “the Cooper Spur Ski
Area.” :

e. The Crystal Springs Water District and the State of Oregon have identified
boundaries of the zone of contribution to the Crystal Springs Water District.
While the zone of contribution covers a variety of property ownerships, and a
variety of zoning designations, that zone of contribution, as it is presently
identified, is generally referred to as “the Crystal Springs Watershed.”

f. The USES owns approximately 120 acres of forestland in Government
Camp, comprised of onc 80-acre parcel and one 40-acre parcel, both of which
have been zoned by Clackamas County for low-density residential development
and are within the Government Camp revitalization plan. These parcels are
collectively referred to as “‘the Government Camp Property.”

8. The Proposed Solution. This Agreement seeks to permanently protect the north
side of Mt. Hood including the Cooper Spur Ski Area, the Dillard Property, the Meadows
Exchange Property, portions of the Crystal Springs Watershed, and certain adjacent lands located
in the vicinity of the Crystal Springs Watershed from expansion and development in a manner
consistent with the vision for this area that HRVRC shares with the members of the CSWF
Coalition, while allowing Meadows to obtain other property in Government Camp, in exchange
for its interests on the north east side of Mt. Hood (the “Proposed Solution™). The Parties
recognize that the material terms, obligations, covenants and restrictions, as well as their
enforceability, are critical to the overall acceptability of this Agreement to all of the Parties.

The Proposed Solution shall include the following:

A, For purposes of facilitating a compromise settlement of the disputes
_ discussion herein, Meadows shall propose to complete an exchange of real property interests,
business interests, and permit rights with the USFS (“the Exchange”). While the Exchange must
be approved by the USFS and/or Congress, the parties to this Agreement intend to work in good
faith to accomplish the Exchange, which would result in the following transfers and/or
limitations on property rights, all of which must occur as part of the Proposed Solution:

(1) Meadows would transfer the Dillard Property, the Meadows
Exchange Property, and the Cooper Spur Ski Area to the USFS.
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(2) The USFS would transfer all or part of the Government Camp
Propertics to Mcadows based upon full fair market value appraisals and equal
value. If the value of Meadows” interests is greater than the value of the
Government Camp Properties, then the Parties may also mutually agree to the
transfer of additional real property and/or an equalization payment to Meadows
from the U.S. Government within the bounds of any limitations on equalization
payments set by federal law. If the value of Meadows’ interests are less than the
value of the Government Camp Properties, then the acreage Meadows may
receive shall be accordingly reduced and there shall be no equalization payment to
make up the difference from Meadows to the USFS. Meadows, HRVRC and
McCarthy shall have the right to not go forward with the Proposed Solution, as
provided in Section 18.

3) Approximately 1350 acres of undeveloped property within the
Cooper Spur Ski Area, adjacent lands within the Cloud Cap Tilly Jane Special
Interest Area and other adjacent lands shall be legislatively designated as
Wilderness, as identified on Exhibit A-2. The remaining, developed 50 acres of
the current Cooper Spur Ski Area may be expanded by up to 20 acres, after an
opportunity for input from interested members of the public pursnant to the
requirements of federal law. The Cooper Spur Ski Area, including all
improvements on the public lands and the going concern, and inventory and
assets, shall be owned by the USFS after the Exchange is completed. Meadows
agrees that it shall never lease, manage, or have any ownership interest in the
Cooper Spur Ski Arca and/or the Inn at Cooper Spur, or the improvements located
thereon, with the exception of typical and ordinary use of the Cooper Spur Ski
Area or the Inn at Cooper Spur as a typical and ordinary customer. Use as a
typical and ordinary customer does not include or allow any resale of goods or
services purchased, to the public.

By agreeing to bind themsclves to this Section 8(A)(3), Franklin Drake,
Matthew Drake and David Riley are agreeing only that upon completion of the
Exchange, none of them will own an interest in, start, lead or invest in a business
that acts in a manner from which Meadows is precluded from acting in this
Section 8(A)(3).

(4)  Real property owned by USFS, a large portion of which is within
the Crystal Springs Watershed but outside of the Cooper Spur Ski Area, shall be
legislatively designated as Wilderness as set forth on Exhibit A-2 to the extent
that the property meets the necessary requirements for a wilderness designation.
Any of the identified USFS property not designated as Wilderness, within the
Crystal Springs Watershed, shall be designated and congressionally withdrawn
from the Mt. Hood National Forest Plan as an area that is reserved for watershed
protection in a manner that is approved by the HRVRC and Mike McCarthy in
their sole discretion and after consultation with the Crystal Springs Water District.
The congressional designation shall cover the federal land in the Crystal Springs
Zone of Contribution, but would not apply to the other owners of real property
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within the Crystal Springs Watershed. Rather, those owners’ use of their property
would be in accordance with applicable land use laws and regulations.

B. The Parties shall pursue and effectuate the following terms, the timing of
which shall occur either: (i) upon execution of this Agreement and as consideration for this
Agreement, (i1} concurrently with the completion of the Exchange or (iii) immediately after the
Release of the Lawsuits or completion of the Exchange, as set forth below. As used herein,
“completion of the Exchange” shall mean execution and recording of deeds and other necessary
transfer documentation.

(1) Land Trade Ordinance. At the first regularly scheduled meeting of
the HRC Board of Commissioners as soon as practicable after the execution of this Agreement
but no later than 45 days after its execution, HRC agrees to provide notice as may be required
and then consider the adoption and approval of a “Land Trade Ordinance” goveming future
trades of Hood River County forestland pursuant to ORS Ch. 275, which at a minimum shall
contain the provisions set forth on the attached Exhihit B. By entering this Agreement, HRC is
not agreeing to adopt the proposed draft Land Trade Ordinance; rather the Board of
Commissioners of Hood River County is agreeing to consider such legislation at its next
scheduled meeting. HRC shall consider the Land Trade Ordinance as consideration for the
execution of this Agreement, whether the Proposed Solution is completed or not. The County
acknowledges the HRVRC reserves the right to contest the ability of the County to make or
receive equalization payments in an exchange of County forest land.

2) Watershed Mapping. At the first regularly scheduled meeting of
the HRC Board of Commissioners as soon as practicable after completion of the Exchange, but
no more than 60 days thereafter, HRC agrees to provide public notice as may be required and
then consider the adoption and approval of a resolution regarding a “Watershed Mapping
Process.” The HRC shall undertake a process providing for the mapping of the watersheds
within Hood River County as set forth on Exhibit C, after completion of the Exchange, as part of
the consideration for this Agreement. Each water district shall be individually responsible for
participating in the mapping process. HRC may or may not share the responsibility for creating
and/or paying for any watershed delineation maps; however HRC shall be primarily responsible
for a plan and formal requests that each water district map their respective zones of contribution.
The parties shall also pursue federal funding for the watershed mapping process in the legislation
that s part of the Proposed Solution. The mapping process is designed to protect the watersheds
and retain those lands for watershed purposes.

(3) Amendment of Hood River County’s Economic Development
Plan. Upon completion of the Exchange, HRC shall start a process to eliminate all references to

destinations resorts in Hood River County.

(4)  North Side Vision/South Side Vision. Concurrent with the
completion of the Exchange and ongoing thereafter, and in compromise consideration of the
disputes resolved herein, Meadows and HRC agree to publicly support, with respect to the North
side of Mt. Hood, the historic backcountry wilderness vision and appropriate restoration for the
lands protected by the Proposed Solution that is shared by the HRVRC and members of the
CSWF Coalition. In compromise consideration of the disputes resolved herein, HRVRC and
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McCarthy agree not to oppose Meadows’ development efforts within the current and/or future
boundaries of the unincorporated community of Government Camp. That support and non-
opposition, respectively, will be reflected in, and will only be required tc consist of, issuing
‘agreed-upon statements, which the Parties will not thereafter contradict, unless this Agreement is
terminated pursuant to Section 18. Concurrently with completion of the Exchange, and with any
costs to be bome by HRVRC, Meadows shall transfer its rights in the domain name

www friendsofcooperspur.com to HRVRC. Meadows shall maintain its rights to the website
until the transfer is made and bear all registration renewal costs until the transfer is made to
HRVRC. HRVRC shall provide a domain name transfer agreement within 14 days aftér the
parties agree upon the language in proposed legislation.

_ (5) The Lawsuits, Contemporaneously with completion of the
Exchange, HRVRC will dismiss the Lawsnits, with prejudice. Concurrent with the dismissal of
the Lawsuits, IIRC will pay HRVRC and McCarthy costs and disbursements for the Writ of
Review case in the amount of $2,500.00. As part of the dismissal, Meadows will file a
satisfaction of the attorney fees awarded to Meadows in the Declaratory Judgment action,
Meadows will pay the HRVRC $4,000 for its attorney fees, costs and disbursements incurred in
the two lawsuits and the parties shall agree to remove the protective order’s application to the
destination resort development map that was covered by that order.

(6)  Dog River Property Restrictions. Contemporaneously with
completion of the Exchange, Meadows shall execute and record the necessary documents to
place a restriction on the Dog River Property that the parties intend to perpetually prohibit the
development of the Dog River property in a form that is mutually agreed to by all the parties.
That restriction shall only allow the holder of that property to make use of the Dog River
Property in a manner that is presently allowed under Goal 4, except as specified herein. A list of
allowed Goal 4 uses is attached as Exhibit D, and all currently allowed uses listed in the exhibit
are allowed by this agreement excepting the provisions under OAR 660-006-0025 (3)(n) and {(q)
and excepting the provisions under OAR 660-006-0025 (4)(e), (p), (w) and (y}. HRVRC and
McCarthy shall work with Meadows to agree on the legal documentation necessary to effectuate
the parties' intent. The restriction shall run with the land and bind future purchasers of the land
and be enforceable by HRVRC, Mike McCarthy and his successors and assigns, and/or by a
‘willing and able conservation easement holder. HRVRC and McCarthy agree to assist Meadows
in efforts to find a potential conservation buyer and conservation easement holder.

Contingent upon completion of the Exchange, HRVRC and McCarthy shall assist
Meadows in its efforts to obtain the maximum possible benefit from the conservation approach
for the property, including identifying the fair market value of the Dog River Property when that
property is put to its highest and best use. Contingent upon completlon of the Exchange,
HRVRC agrees to not oppose Meadows efforts to obtain the maximum possible benefit,
including any uses and value attributable to potential development beyond the uses allowed in
Goal 4 that seeks to provide Meadows with the best economic return and/or available tax
advantages possible.

Specifically, contingent upon completion of the Exchange, HRVRC and McCarthy agree
to not oppose: (1) the approval of a lot of record dwelling on the Dog River Property; (2)
approval of all necessary ufilities and related easements for the lot of record dwelling, including
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but not limited to power, telephone, Crystal Springs water connection, and a well; and (3)
granting of a new road easement across Hood River County land from either Cooper Spur Road
or Dog River Road. HRVRC’s and McCarthy’s assent to not oppose these needed approvals and
the road casement would not be binding or made effective until the completion of the Exchange.

(7)  Protest. Contemporaneously with the completion of the Exchange,
whether by legislation or through the administrative process, the parties shall request OWRD to
enter in an order specifying the location of use of the water right as being within the 2.84 Acre
Parcel (zoned for commercial uses). Contemporaneously with the completion of the Exchange,
the parties agree to enter in a stipulated dismissal that is without prejudice to HRVRC’s and
Friends of Mt. Hood’s rights to pursue the unresolved issues in the water right in the future.
Each party shall bear their own fees, costs and expenses incurred as part of the Protest.

9. Divestiture of Ownership Interests. Upon the completion of the Exchange, and
thereafter, Meadows shall not purchase, lease, manage, operate, or acquire any ownership
interest in any real property, or business or other interest located on the North side of Mt. Hood,
other than the Dog River Property, on the North side of Mt. Hood, with the exception of
transactions where Meadows acts as a typical and ordinary customer, and with the exception of
Meadows’ possible purchase of property and/or business interests known as the Frost Property
and the Elliot Glacier Public House specifically described in Exhibit E. For purposes of this
section, Meadows acts as a typical and ordinary customer when it enters into arms length
transactions with purveyors of goods or services, to purchase such goods and/or services, where
the goods or services so provided are regularly and frequently sold to individual members of the
general public, and such transaction occurs in the regular course of the purveyors, except that
Meadows may not purchase goods or services for resale. For purposes of this Section 9 and
Section 2, the North side of Mt. Hood means all the public and private lands between a
northernmost point marked by an east-west line set at 45 degrees, 32 minutes and 15 seconds
North Latitude on a United States Geological Survey map, and a southernmost point of an cast-
west line set at 45 degrees, 22 minutes and 24 seconds North Latitude on a United States
Geological Survey map, running to the easternmost and westernmost edges of Hood River
County, as more specifically shown on Exhibit E. In the event that Meadows violates this
Section 9, upon receipt of written notice from HRVRC of the violation, Meadows shall have 30
days to provide objectively reasonable assurances that Meadows shall immediately divest itself
of the property, business or other interest on the North side of Mt. Hood. After receiving notice
from HRVRC, Meadows shall divest itself within 90 days and, if the assurances are not provided
or divestiture does not occur, either HRVRC or McCarthy shall have the right to seek specific
performance of this Section 9, and the prevailing party therein shall be entitled to recover
reasonable attorney fees, costs and expenses, at trial and on appeal, for enforcing this Section 9,
pursuant to Section 22, herein. If any claim in any suit or legal action to enforce this section 9, is
rendered and/or adjudged moot due to Meadows’ compliance with the original claim or demand,
then HRVRC and McCarthy shall be the prevailing party(ies) for purposes of this section, with
respect to such claim or demand.

By agreeing to bind themselves to this Section 9, Franklin Drake, Matthew Drake and
David Riley are agreeing only that, upon completion of the Exchange, none of them will own an
interest in, start, lead or invest in a business that acts in 2 manner from which Meadows is
precluded from acting in this Section 9.
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10. Party Support for the Proposed Solution. The Parties agree that by entering into
this Agreement, they expressly support the Proposed Solution as a compromise and resolution of
their disputes. The Parties will jointly agree on all public statements regarding this Agreement.
The Parties further agree that unless one of the parties terminates this Agreement, they will not
take any action to oppose the Proposed Solution and/or Meadows’ prospective development
efforts in the current or future unincorporated community boundary of Government Camp in

- Clackamas County, Oregon, and that persons who serve as their respective board members,
officers or directors shall not individually take any action to oppose the Proposed Solution and/or

- Meadows’ prospective development efforts in the current or future unincorporated community
boundary of Government Camp in Clackamas County, Oregon. As used herein, a person does
not “take any action to oppose” the Parties” efforts herein if that person individually remains
neutral on any such issue.

11. Non-Party Support for the Exchange. The Partics will work together, in a manner
that they find most productive, to educate others and encourage their support for the Proposed
Solution. More specifically, the Parties will expressly seek the support of the CSFW and its
constituent members, Hood River County, Clackamas County, and other businesses, interest
groups and individuals that are interested in the lands involved in this Agreement. The Parties
will request that support for the Proposed Solution be expressed in writing, so that the parties can
educate the public and advocate in favor of the Proposed Solution.

12. Congressional Support for the Exchange. As the Parties obtain Non-Party support
for the Proposed Solution, the Parties shall work to obtain Congressional support for the
Proposed Solution, starting with the seven members of the Oregon delegation, either in the form
of Congressional legislation and appropriation directing that the Proposed Solution be
completed, or in the form of Congressional support for administrative approval for the Proposed
Solution. The Congressional Support required for the Proposed Solution is approval of the
Proposed Solution, funding for all administrative aspects of the Exchange, including (but not
limited to) formal appraisals, NEPA/EIS evaluations, and any other out-of-pocket expenses
associated with the Proposed Solution, and any and all actions to accomplish the objectives of
the Proposed Solution.

13, Survev(s). When Meadows determines that there is adequate Non-Party and
Congressional Support for the Exchange, Meadows shall, at its expense, commission any
boundary surveys and maps necessary to complete a legal description, for purposes of
completing appraisals of the properties that are the subject of the Exchange. Meadows may, in
its discretion, commission any such surveys before determining that there is adequate support to
move forward with the Exchange.

14.  Appraisals. When the Parties mutually agree that Congressional Support for the
Proposed Solution is adequate to move forward, HRVRC, McCarthy and Meadows shall retain
an appraiser mutually acceptable to all Parties (“‘Appraiser”) to conduct appraisals of the Dillard
Property, the Meadows Exchange Property, the Government Camp Property, and the value of the
Cooper Spur Ski Area. For the purposes of the Exchange, the parties have agreed that the
Appraiser shall conduct the appraisals and fix the values of those properties as of the date of the
“self-contained Appraisal Report,” and that any valuations or appraisals of the properties, related





















