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HARLEY WORTH IT?
Hot Creek developers sue Town over partnership gone bad.
By Lu n c h

It all started with a motorcycle trip almost a dozen years
ago.
And ends this month inside
a Mono County courtroom.
MLLA (Mammoth Lakes
Land Acquisition), a company
founded by Hot Creek Aviation’s Terry Ballas to pursue

a condo/hotel development
project at Mammoth/Yosemite Airport, is suing the Town
of Mammoth Lakes for what
it contends is breach of a 1997
development agreement.
MLLA seeks $150 million in
damages.
The civil trial began this

week in Superior Court in
Bridgeport. Opening arguments were presented Tuesday. Terry Ballas, the man who
embarked on that fateful 1996
motorcycle trip to the Eastern
Sierra, was the first witness
called. He spent an hour
Tuesday and most of the day

Wednesday testifying.
The trial is expected to last
at least two weeks.

The Plaintiff’s Story
Terry Ballas, a self-described
real estate developer and
self-made businessman who
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Without Ballas, would Mammoth Airport’s terminal building look like this?
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also has experience in the
manufacturing business, testified Tuesday that he came to
Mammoth in the summer of
‘96 on a trip with his wife and
decided to move his family
here from Fullerton.
At the time, Ballas, himself a
pilot, was managing the Santa
Monica Airport, a position he
still retains.
In short order, Ballas bought
a house, and soon thereafter,
went down to Mammoth/Yosemite Airport to lease some
hangar space so he could
commute to and from work
in Santa Monica. At that time,
he met Airport Manager Bill
Manning, who was in the process of creating a master plan
for the airport.
A personal friendship quickly blossomed. And clearly still
exists. During his testimony,
Ballas said, “I love Bill Manning. He’s like a brother to me
... Bill Manning is of the highest integrity.”
A business relationship
soon followed.
According to Ballas, he and
Manning hatched plans to
create a private/public partnership for the airport and
pitched the idea around town.
Finding support, they began
negotiations.
Ultimately, what Ballas

see BALLAS, page 8
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received in the deal was a fistful of
leases and development rights. He
would become the Airport’s FBO

(fixed-base operator), build and sell
hangars, expand the terminal buildings, sell fuel, and have the right to

Spanker dismissed, but
Sheet reader accepted!
Dublino avoids jury duty;
others not so lucky
By D u b l i n o

Because of the great many miles
which divide the northern and southern parts of Mono County, there are
few occasions where one can grasp
the sheer diversity of our residents.
The Bridgeport and Mammoth 4th
of July festivals are good examples,
and if you want to extend south into
Inyo, maybe Mule Days, but generally
speaking, people from the isolated
communities along 395 keep to their
geographic, social, and political
boundaries.
But every once in a while, Mono
residents are pulled from their
respective bunkers and forced to sit
alongside fellow citizens with whom
they have painfully little in common.
With their polarized opinions, and
widely varied wardrobes, they sit, and
wait. Where is this mystical place?
Jury Duty.
While the County may be short on
consensus, it’s not short on opinions.
And if there are a couple things Mono
County residents have strong opinions on, it is the county’s 800-pound
gorilla Mammoth Lakes, and the rural
disintegrator, land development.
So when a jury trial begins that
involves the Town of Mammoth Lakes
and resort development, it’s safe to
say these conflicts will emerge.
I had been summoned to appear as
a prospective juror for the MLLA case,
and showed up at the Bridgeport
courthouse to honor my civic duty.
The vast majority of the fifty-odd
potential jurors had come from the
outlying parts of the county.
This seemed reasonable because
most people around Mammoth
would have too much knowledge of
the case, but simultaneously unreasonable because the defendant in this
case was the very embodiment everything north county residents love to
hate. In a word, Mammoth.
Potential jurors were asked to fill
out a form that tried to establish each
person’s bias about things like property rights, environmentalism, and
damage awards.
Twelve people were pulled from
the pool, took a seat, and the games

began.
Jurors were primarily asked whether
they felt they could be impartial
jurors. One juror explained that his
position on the jury would allow him
the perfect opportunity to “spank”
Mammoth for the harm its displaced
workforce was doing to his community. He was excused.
Another was asked about his views
on land development. “I don’t like
developers,” he plainly responded. He
was excused.
Another potential juror explained
he worked with Rusty Gregory, and
had frequent conversations about the
very issue being tried. “Would you
feel uncomfortable if you returned a
verdict that awarded millions of dollars to the plaintiff” “Yes.” “Would this
keep you from being impartial” “Yes.”
Excused.
Another person was asked whether
or not they liked Mammoth. “Well,
I am from North County,” they
answered.
The out-of-town attorney seemed
confused by the statement and
probed, “Would you say there is a
bias between north county and south
county?”
Before the juror could respond, the
entire room of jurors was laughing out
loud. Even the bailiff was smiling.
On the second day, the pool of
prospective jurors had thinned.
There were maybe 20 or so left when
a juror was asked if he had ever been
to Mammoth. “Once,” he said. “What
was your impression?” The attorney
asked. “Not good,” he said. “My truck
broke down. That’s the only reason I
was there.”
Many jurors were asked whether
they had read anything negative
about the Town. One acknowledged
that she had. “Where?” she was asked.
“The Sheet.” Maybe it was because
the Town’s attorneys don’t care about
the Sheet, or maybe it was because
they trusted her better judgment, or
maybe it was because there were only
a few people left in the pool, me being
one. Regardless, that Sheet reader is
on the jury.

develop a restaurant and an RV park.
The leases were particularly attractive because they were of 55-years in
length. But the jewel in the deal was
the provision which would allow him
to build residential condos. On land he
would have an option to purchase.
In return, the chronically cashstrapped town, which had bought the
money-losing airport from the county
back in ‘93, would gain infrastructure
improvements to be built and paid
for by Ballas, who estimates he spent
$15-17 million on these improvements. Ballas also agreed to spend
$80,000 at the time (the Town didn’t
have the dough) as matching funds
for a $760,000 FAA (Federal Aviation
Administration) grant to the airport.
Here is where the accounts diverge
and where we will pause to consider
each party’s opening statement.
The plaintiff’s attorney, Dan Brockett
of the firm Quinn, Emanuel (based in
L.A.), contended “This is a case about
broken promises.”
Brockett said the residential condominium aspect of the project was
developed with the participation and
guidance of Town Staff. In fact, he
said the Town was so excited about
the project that it expressed interest
in buying 20% of the units for use as
deed-restricted housing. Even thenTown Manager Steve Julian expressed
interest in buying one of the units.
At the same time, however, Brockett said the Town became enamored
of the “destination resort concept,”
envisioning 757’s flying directly to
Mammoth/Yosemite from the cities of
Chicago and Dallas. The FAA’s dangling of a $28 million airport improvement grant made the concept all the
more inviting.
There was just one hitch. Another
little concept. That of “grant assurances.”
No one gives away $28 million without expecting something in return.
And what the FAA expected in return
is that the Town would not lease or
sell airport property without the FAA’s
approval.
Which the Town had already done
by entering into its agreement with
Ballas. said Brockett. “The Town had
entered into conflicting contracts,”
he asserted. And given the choice
between what was called the Hot
Creek Development proposed by Ballas and the FAA, the Town chose the
FAA. For at least 28 million reasons.
Further, Brockett claims the Town
and Mammoth Mountain (which supported the destination resort concept
and was responsible for attracting
the first potential air service partner,
American Airlines) discussed ways to
“unilaterally eliminate” Hot Creek. The
Town, he says, even told the FAA “there
is no Hot Creek project” when pressed.

The Town’s defense was spearheaded
by Ned Washburn, a litigator hired by
the Town’s law firm of Morrison and
Foerster (affectionately known by its
adversaries as Mo-Fo).
Washburn said Ballas has considerable experience running a similiartype airport in Santa Monica and is
familiar with the workings of the FAA
and the concept of grant assurances.
He knew, said Washburn, there was a
higher authority out there which could
change its mind (and policy) at any
time.
Washburn also said the Town was
just as surprised as Ballas by the FAA’s
change of position regarding condo/
hotel development at the airport.
He attributed this change of heart to
the successful court challenge of the
FAA’s Environmental Assessment (EA)
published in 2000. The EA was written
to pave the way for large-scale airport
expansion. Instead, a challenge by
the Sierra Club and State of California
forced the FAA to undertake a more
thorough and costly EIS (Environmental Impact Statement). This EIS, which
analyzes the cumulative impacts
associated with a project, made the
FAA take a closer look at Hot Creek’s
development plans.
Rather than work with the Town to
resolve differences stemming from the
FAA’s policy change, Hot Creek chose
to drop out and sue, said Washburn.
Of course, this is a very simplistic
summary of a complex case, but it gets
us started.

The Rodriguez Notes
One of the major questions in this
case is what Terry Ballas knew of the
FAA’s position and when he knew it.
When drafting the initial Development Agreement, a clause was
inserted, “Clause N.”
The clause asserts that the DA is
subject to the approval and consideration of any and all regulatory bodies.
Ballas testified that he was told
“Clause N” was inserted strictly as
“boilerplate” language and only
referred to air-side operations.
“There was no mention of [FAA]
grant assurances. There was never a
mention of grant assurances during
the entire negotation.”
The assurances he said he was given
was that the property he had an option
on was completely free of “encumbrances.”
“If you were told you would be
subject to grant assurances, would you
have entered into this agreement?”
Brockett asked Ballas.
“No,” was the reply.
However, sometime between the
DA being signed by both parties but
before being officially adopted by

see BALLAS, page 9
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Town Council, a fax was apparently
sent to Bill Manning by the FAA’s
Joseph Rodriguez.
This fax outlined several concerns
Mr. Rodriguez had with the Development Agreement.
Among those concerns was residential development at the airport.
In his deposition, Bill Manning says
he showed the fax to Ballas at the
time and that the notes in the margins were written by Ballas.
Ballas said he was never made
aware of this fax until 2004, and that
Manning, whom he affectionately
referred to several times during the
day as “Commander Bill,” is mistaken.

However, Vance said he wanted
Ballas to alter the project somewhat
and turn it into a fractional develop-

“
I asked for help
[from Manning] to
stop her [Cage] ...
but no one could
control her.

“That Darn Kathy Cage”
The first sign of trouble for Ballas
came in March, 2001. That’s when he
heard, via his contractors, that Mayor
Kathy Cage opposed residential
development at the airport.
“That darn Kathy Cage,” was Bill
Manning’s reaction according to Ballas.
“I asked for help [from Manning] to
stop her from doing this ... but no one
could control her,” testified Ballas.
Cage, however, had been the only
Councilmember to vote against the
DA, so it was possible to dismiss her
as a lone voice in the wilderness.
Project plans continued to move
forward, plans which took thousands
of hours of Ballas’s as well as Town
Staff time.
Then, in February, 2002, Community Development Director Mike
Vance wrote Ballas a letter where he
stated that residential development
at the airport would not be supported
by staff.
“The staff which now appeared to
not support my [development] application was the same staff that helped
create the design,” said Ballas.
After several tense weeks, Vance
then wrote a follow-up letter in April
acknowledging Ballas’s entitlements.

-Terry Ballas

”
ment where the condos would be
sold in shares. This would discourage
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full-time residency.
Assuaged by Vance’s affirmation of
his development rights, Ballas agreed
with Vance’s ideas and went back to
the drawing board and spent thousands of more hours creating a new
plan.
“I had an enormous amount of
interaction with the Town on this new
proposal, and spent ten times more
time on it [than the previous application].”
But at the finish line, just as Ballas
was getting ready to formally submit
his second application in late 2003,
Mike Vance left for Whistler and soon
thereafter, Town Manager Steve Julian
was fired.
“We were at the one-foot line,” said
Ballas.
Ballas said a worried Bill Manning
called because he was fearful he
would be next. According to Ballas,
Manning told him Julian was fired
because “he locked horns with Rusty
Gregory.”
Manning thought part of it had
to do with Julian’s support of a [lift]
ticket tax.
Enter Charlie Long, the Interim
Town Manager who succeeded Steve
Julian.
Once Ballas met Long, he knew he

was in trouble.
“He said he didn’t want to hear
anything about the past. He said he
wanted to conduct workshops and
gather new ideas about the airport.
He effectively told me to start over.”
The final blow came on June 28,
2004. On that day, various Town officials met with the FAA. Bill Manning
was present at the meeting, and told
Ballas that Long asked the FAA “for
help in getting rid of Hot Creek.”
An ensuing letter from Long dated
the next day stated, among other
things, that the FAA did not approve
of any land transfer for non-aeronautical purposes.
In an email dated May, 2004, Ballas
told his partner Ray Johnson that he
felt Charlie Long had some points
and that he felt “our weakest area”
was legal and that “their weakest
area” was in the “behind-the-scenes”
stuff.
When asked to clarify the comment
during a break, Ballas said, “I don’t
know what I was referring to.”
What he did say was that he’d felt
like he’d spent the last decade mining
for “unobtaineum.”
Ray Johnson testified late Wednesday afternoon into Thursday before
Bill Manning took the stand.

