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The Town’s budget math is all screwed up. So is the airport math. One plus one = one contract too many.

TOWN GOES DOWN

Hot Creek developers win lawsuit against Town. Jury award: $30 million in damages
By Lunc h

Oops.
It wasn’t supposed to turn out this way.
It wasn’t supposed to end with Hot
Creek investor Jay Becker whooping it up
at the Rhino on Friday night, buying the
entire town of Bridgeport several rounds
of drinks.
Alas, Becker had reason to celebrate
Friday, as a Mono County jury had just
awarded Mammoth Lakes Land Acquisition (MLLA), aka the Hot Creek Developers, victory in its civil suit against the
Town of Mammoth Lakes for breach of
contract.
What’s more, the jury tacked on $30
million in damages.
The decision came down at 5:20 p.m.
Friday afternoon.
The Sheet asked Town Councilman
Kirk Stapp what this actually means on
Monday.
Stapp: It means two years of appeals.
Sheet: How will we pay for these appeals?
Stapp: We’ll have to cut staff and services.
Sheet: Will [Airport Manager] Bill Manning be the first to go?
Stapp: That’s a personnel issue. I can’t
discuss that.
Town Manager Robert Clark has
scheduled a special public meeting for
tomorrow at 6 p.m. in Suite Z to discuss
the situation. “We want to be open and
realistic,” he said.
First, the Town will move forward with
an appeal. And he will suggest to Council

that it hire another law firm for a separate legal opinion.
John Walter of the Advocates for Mammoth is one who will certainly applaud
this move.
“The quality of legal advice this Town
gets is [historically] Pollyanna,” he said
Monday. “They get outside counsel ...
that just tells them what they want to
hear. They [Staff and Council] thought
this whole thing [the Hot Creek case] was
a joke until the jury came back. I don’t
know how much they were ‘stiff upperlipping’ it, and I don’t know what they
talk about in closed session, but they’re
clearly not leveling with the community
about what could happen.”
Second, Clark said there will be settllement discussions involving the Town,
Hot Creek, Mammoth Mountain and the
FAA (Federal Aviation Administration).
Already, the rumor mill has the BellShaped parcel as being potentially on the
table. After all, it is the Town’s single biggest asset, and its ten developable acres
are reputed to have a market value in the
$20 million range.
“We think that’s a terrible idea,” said
Walter succinctly.
Third, Clark said the Town will initiate
the process of filing an insurance claim.
Both Stapp and Clark believe that the
Town has several grounds on which to
base an appeal of the decision.
One point Clark made was that Hot
Creek had never “exhausted its administrative remedies” prior to filing its suit.

For example, he said, the developers never officially filed a building application.
Until an application is filed and then
turned down by the Planning Commission and Town Council, it’s all conjecture
as to what may have happened. Clark believes it’s not good enough to simply say
‘we didn’t file because we knew it would
be turned down.’ Lawfully, he says, they
have to go through the process.
During the trial, Hot Creek answered
the above charge this way.
In February, 2002, then-Community
Development Director Mike Vance informed Hot Creek that Town Staff would
not support the project application
agendized for the March 27, 2002 Planning Commisson meeting. At the time,
Vance urged Hot Creek to withdraw its
application, as he wanted the project to
be more “visitor-serving” and encourage
more transient occupancy.
Once Hot Creek agreed to redesign its
application as a fractional sales model,
Vance reaffirmed Hot Creek’s development rights in an April, 2002 letter and
Staff began working with Hot Creek on a
new application.
So, yes, the first application was never
formally submitted. Nor was a second.
But as Clark said, Staff is not the governing body and does not formally represent the Town, so Staff’s opinions do not
carry any official weight.
In essence, he said, Staff is permitted
to lie and it doesn’t count, in a court of
law anyway.

Another critical point which may
have influenced Town decision-making against the Hot Creek project is that
any sale of airport property would have
triggered its de-annexation from the
Town. In short, a land sale would have
had the property revert back to County
title. Meaning all that anticipated room
tax revenue which had made the project seem initially attractive would have
reverted to the County as well.
Oops.
But the Town’s major argument for an
appeal is language written into the development agreement which it believes
bound both the Town and Hot Creek to
FAA rules and regulations. This language,
it says, amounted to a CYA (Cover your
***) clause.
Judge Roger Randall didn’t think so.
Perhaps an Appeals Court will think differently.
Stapp’s analysis is that Hot Creek
turned to litigation when it became clear
“They couldn’t build a project that would
sell down there [at the airport].”
For his part, Clark would rather stay
out of another courtroom. He would
prefer a settlement.
Clarification: In a prior story, we
reported the plaintiffs sought $150 million in damages. This was incorrect. The
plaintiffs believed they could have made
$150 million on the project, and defense
lawyers suggested this is what Hot Creek
intended to ask for, but ultimately, Hot
Creek sought between $37-48 million.

“When things are at their darkest pal, it's the
wise man who kicks back and buys real estate”
- Dennis Quaid from the 1987 film Innerspace (slightly modified)
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